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STATEMENT OF OPERATIONS DATA

Revenues

Adjusted income from
operations

Adjusted net income from
operations

Adjusted net income per diluted share

BALANCE SHEET DATA

Cash and cash equivalents

Total assets

Total shareholders equity

FINANCIAL HIGHLIGHTS

29940 16450

221959 303542

141956 140331

in thousands except per
share data

Excludes amortization of intangile assets non-recurring charges net ofgains and stock-based compensation expense

Net income and diluted income per share including these items were $18.4 million and $0.56 per share respectively

Excludes amortization of intangitle assets non-recurring charges net ofgains and stock-based compensation expense

Net income and diluted income per share including these items were $11.8 million and $0.36 per share respectively

Excludes amortization of intangible assets non-recurring charges net ofgains and stock-based compensation expense

Net income and diluted income per
share including these items were $11.0 million and $0.33 per share respectively

2006

18357

8190

1663

3260

2441

$19029

2007

$11843

4301

67

3795

5882

25888

2008

$11028

7688

1633

4646

466

$24530

in thousands

2007

$253198

31 439

25 888

0.78

2008

$301576

36 281

24 530

0.73

2006

$222310

24166

19029

0.58

$15720

198655

115971

RECONCILIATION OF ADJUSTED

NET INCOME FROM OPERATIONS

REPORTED NET INCOME

Amortization of purchased intangibles

Other charges and income net

Stock-based compensation expense

Tax effect of adjusting items differej-ice between the

Companys effective tax rate and cash tax rate

ADJUSTED NET INCOME FROM OPERATIONS



FINANCIAL HIGHLIGHTS

Radiants technology redefines the customer

experience and greatly enhances revenue drivers

Speed of service consistent fast and accurate

service with an intuitive and reliable point-of-

purchase Not just exceptionally fast

transactions but
systems so

easy to use the

result is speed the first day on the job

Increased customer visits innovative

frequency programs exceptional convenience

and
brand-building environment Its about

creating unique experience that compels the

customer to return again and again

Higher sales
per visit intelligent upselling

multi-profit center POS and point-of-purchase

promotions Its about providing customers with

greater value broad selection of products and

removing barriers to the sale

Reduction of shrink and fraud customer

order confirmation fraud detection and shrink

prevention Its about discovering ways revenue

is lost and
ensuring that all revenue makes it to

the
top

line

Headquartered in Atlanta Radiant Systems Inc Nasdaq RADS is global provider

of innovative technology to the
hospitality and retail industries For more than two

decades Radiants point of sale hardware and software solutions have helped to redefine

the consumer experience in more than 100000 restaurants retail stores stadiums

parks arenas cinemas convenience stores fuel centers and other

customer-service venues Radiant has offices in North America Europe Asia and

Australia For more information visit www.radiantsystems.com

Customers using its solutions include

7-Eleven Australia Pty Ltd Ahold USA Alimentation Couche-Tard Apple Gold

Apollo Cinemas Ban Management Inc Eatteries Plus LLC BC Place Bell Centre

Benihana Biltmore Estate Blimpie International Inc BP p.l.c Briad Restaurant

Group Bugaboo Creek Holdings Inc Burger King Corporation Candlestick

Park Captain Ds Carvel Carlson Restau -ants Worldwide Carrows Restaurants

CEC Entertainment Inc Checkers Chick-fl-A Inc Chipotle Mexican Grill Inc

Circle Circle Mexico Churchs Chiccen Choice Hotels Cinnabon Claim

Jumper Clearview Cinemas Club Corporation Cocos Bakery Restaurants Cobb

Theatres Coffee Visions Coors Field Coi Inc CPK Restaurants CR0 Dallas

Cowboys Stadium Damons International Inc Daphnes Greek CafØ Del Taco Deli

Management Dennys Corp DLish Dolphin Stadium Don Pablos Dunkin Brands

Inc Eateries Inc Elvis Presley Enterprise ExxonMobil Corporation Fatburger

Corporation Family Express Fazolis Fedex Field The Field Museum Focus Brands

Frandeli Frischs Restaurants Furrs FX4 GloriaJeans Golf USA Grill Concepts

Inc Greyhound Harbor Freight Tools Inc Hershey Park Hess Holiday Stationstores

Hiistone-Houstons The Home Depot Huddle House Jamba Juice CompanyJCS

Holdings LLC Jimmy Buffets Margaritavile Joes Crab Shack Johnny Rockets Kazi

Foods Krispy Kreme Doughnut Corporation Kroger Corporation Landrys Seafood

Restaurants Inc Larry Miller Megaplex LeeAnn Chin LUKOIL Louisiana

Superdome Mann Theatres The Marcus Corporation Maverik Country Stores

Mortons Muvico Theaters Neiman Marcus New World Restaurant Group Noodles

Co OCharleys P.F Changs China Bistro Inc Petro-Canada Pita Pit Potbelly

Priszm Income Fund Pro Football Hall of Fame PTT Public Company Limited

Qdoba Corporate Rave Motion Pictures ieading International Red Robin Repsol

YPF S.A Rib Crib Rising Sun Rockbottom Breweries Romacorp Rosa Mexicano

Rose Bowl Stadium Royal Dutch Shell Rotters Farm Stores Sbarro Inc Schlotzskys

Sheetz Inc Shell Shell Canada Showcasc Cinemas Sizzler USA Inc Skyline Chili

Solomons Mines Limited Speedway Supe America LLC Spinx Staples Center

Strategic Restaurants Sun Ski Sports Tco Bueno Restaurants Taco Del Mar Teds

Montana Grill Texas Roadhouse Inc Trael Centers Universal Studios US Beef

Wawa Inc Wehrenberg Theatres Wrigley Field Yankee Stadium Yardhouse Corp

Yoshinoya CafØ Rio Minor Group Nordstrom Polio Campero Smokey Bones

Which Wich



LETTER TO THE SHAREHOLDERS

Heading into the fourth quarter of 2008 we believed

Radiant would end 2008 as the best
year

in the companys

history As economic events unfolded we realized by

Thanksgiving we like most businesses would be facing

unprecedented times Avoiding the impact of the worst

business conditions of our careers wuld not be possible

And still Radiant ended the
year at its best based on

how we keep score an energized workforce exceptional

customer and
partner loyalty increased market potential

and strengthened financial perflrmance

ft was dear in October that most businesses around the

globe would be operating in new environment during

2009 and beyond As companies looking to invest in

technology are spending more time determining how to

improve existing operations and less time opening new

sites it has become clearer that the investments weve

made the last five
years

will
pay

off in 2009 and beyond

Given these trends we believe differentiating Radiant

from the competition will be less difficult

Every company would prefer to do business in healthy

economic environment when constmers are spending

businesses are investing and employees are secure about

their jobs It is much easier to operate
business during

good times than bad As
everyone

is learning now risks

are exposed when the unexpected occurs Risk has many

faces Too much debt poor recurring revenue models

taking inadequate care of customers and partners

Good times allow many companies to hide these risks

Companies hamstrung with inferior operating models

cannot support
their businesses and those who have not

invested in their products become obsolete Alternatively

companies
that have properly invested

possess operating

models which emphasize long-term growth customer

satisfaction and profitability We are proud of Radiant

because we are so well positioned for the future and have

eschewed risky practices along the way

Despite
the decline in our stock price 2008 was

remarkable
year

for Radiant Some financial highlights

Revenues grew 19% to over $301 million

Recurring revenues grew 32% to approximately

$109 million

Adjusted operating
income

grew 15% to over

$36 million

The financials reflect the success of our long-term

strategy
What made 2008 an even more remarkable

year was the
progress we made against number of new

strategic initiatives that will help us grow profitably for

many years to come We would like to share some of these

successes with you



LETTER TO THE SHAREHOLDERS

Building relationshipsfor 4/

Radiants ability to grow begins with our existing

customers We believe the best path for profitable

growth requires that our current customers are intensely

satisfied with the value they receive from our products

and services The industrys highest level of customer

satisfaction has long been hallmark of Radiants brand

and we rigorously measure it each year This past year we

did not just build on our lead We improved our already

high scores with the largest jump weve ever had Of

all Radiants accomplishments the satisfaction of our

customer base gives
the people of Radiant the most pride

And it helps us win new customers every day Radiant

approaches each customer relationship with the goal of

creating raving fan raving
fans buy more and they help

us win new customers

Adding more value to our customers

The second growth avenue is delivering more value to

all of our customers through new products and services

Many years
of research and development investments

coupled with acquisitions completed in 2008 enable

Radiant to do much more for our customers today

versus just year ago Mobile ordering and payment is

significant trend in the restaurant industry year ago we

did not have this product for
operators today we are the

leading global provider of mobile ordering and payment

devices through our acquisition of Orderman

Restaurant operators especially in this economy are

seeking every edge as they aspire to provide exceptional

service to their guests
and

operate
their sites more

efficiently In 2008 we introduced products to facilitate

internet food ordering
take-out and delivery guest

management kitchen production
and many other new

hardware and software offerings Finally we launched

new payment processing
service designed to add value

to small and mid-sized
operators

in an industry that has

traditionally been defined by complex pricing
models and

inadequate service levels Payment services along
with

many of our new products are sold through recurring

revenue model which enhances our predictability

growth and margins over time

Expanding the markets we serve

Expanding the markets we are able to serve is the third

avenue of growth for Radiant At the end of 2007

we could sell our systems to just under millionsites



LETTER TO THE SHAREHOLDERS

around the world In fact we had sold at least one of

our products to over 120000 of these sites With our

expanded distribution capabilities the markets we can

now reach have increased by almost 50% this
past year

We have always demonstrated
great ability to gain

share

with our products services and customer satisfaction

model Thus the increase in our addressable market is

key leading indicator for our long-term growth

Our acquisition
ofOrderman

significantly expands

Radiants reach in Europe Prior to the
acquisition our

channel
partners in Europe numbered in the tens After

the
acquisition our partners

number in the hundreds

providing us with the best reach in the
European

restaurant market This is similar to the
expansion in

reach we achieved with our acquisition
of Aloha in 2004

and we believe that the Orderman
acquisition positions

us similarly in Europe

The stadium and attractions market is one that Radiant

has served over the
years

but not one where we could

say we were the best provider Given the size of this

market we acquired Oest in January 2008 to position

Radiant as the leading provider in this segment It was

remarkable year for this part of our business with growth

near 50% as we further cemented our position as the

industry leader

Radiants customers are the most satisfied in the industry

our products and services provide tremendous value and

the markets we serve are large Each of these components

are important to our long-term growth Equally

important to our success is maintaining an exceptionally

strong
financial foundation Radiants balance sheet

operating model and ability to generate significant

cash flow enable us to strengthen an already enduring

foundation even in tough times

While 2009 will be challenging year
it will be goad

and profitable one for Radiant It will be
year

where

Radiant increases its leadership position by continuing

to deliver fir our people customers partners
and

shareholders We know and each of our employees

knows it will be time we look back on with pride

reflecting how we became much
stronger company

while operating during one of the most challenging times

in history

Thank you For your support

Mon Goren

Chairman and Chief

Technology Officer

John Heyman

Chief Executive Officer
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Washington D.C 20549
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Caution Regarding Forward-Looking Statements

This Annual Report on Form 10-K of Radiant Systems Inc and its subsidiaries Radiant Company we us or our contains forward-looking statements All

statements in this Annual Report on Form 10-K including those made by the management of Radiant other than statements of historical fact are forward-looking

statements Examples of forward-lookmg statements include statements regarding Radiants future financial results operating results business strategies projected

costs products competitive positions managements plans and objectives for future operations and industry trends These forward-looking statements are based on

managements estimates projections and assumptions as of the date hereof and include the assumptions that underlie such statements Forward-looking statements may
contain words such as may will should could would expect plan anticipate believe estimate predict potential and continue the

negative of these terms or other comparable terminology Any expectations based on these forward-looking statements are subject to risks and uncertainties and other

important factors including those discussed in this report including the sections titled Risk Factors and Managements Discussion and Analysis of Financial

Condition and Results of Operations Other risks and uncertainties are disclosed in Radiants prior Securities and Exchange Commission SEC filings These and

many other factors could affect Radiants future financial condition and operating results and could cause actual results to differ materially from expectations based on

forward-looking statements made in this document or elsewhere by Radiant or on its behalf Radiant undertakes no obligation to revise or update any forward-looking

statements

The following information should be read in conjunction with the Consolidated Financial Statements arid the accompanying Notes to Consolidated Financial Statements

included in this Annual Report

FART

ITEM BUSINESS

General

Founded 1985 and headquartered in Alpharctta Georgia Radiant Systems Inc the Company or Radiant is leading provider of innovative tcchnoicgy fucused

on the development installation and delivery of solutions for managing site operations iii the hospitality and retail industries

Radiant focuses on delivering site systems including point-of-sale POS self-service kiosks mobile ordering and payment devices back-office systems site

management technology and business services such as customer loyalty programs electronic gift card management comprehensive reporting systems management
payment processing and centralized data management designed specifically for the Companys two reportable segments Hospitality and iiRetail For selocted

financial infosmation about our business segments see Note 14 to the consolidated financial statements contained elsewhere in this report Radiants offerings include

software products site hardware professional services and support services Each product can be purchased independently or as suite of integrated products to address

the customers specific business needs These products and services enable our customers to drive
top-line growth and improve bottom-line perfonnance

Radiant offers best-of-breed solutions designed for ease of integration with operators existing infrastructures Radiants technology enables hospitality and retail

operators to improve customer service while reducing costs Radiants solutions provide visibility and control at the site field and headquarters levels Additionally

Radiant focuses on addressing the unique requirements of the highly specialized environments in which its customers operate These environments require high

degree of reliability specialized functionality and peripheral compatibility Using Radiants point-of-sale customer self-service back-office technology and business

services our customers are able to improve customer service and loyalty improve speed of service increase revenue per transaction and reduce fraud and shrink

Radiants full line of open standards-based hardware allows operators to deploy advanced technology built specifically for the environment in wbich they operate

Management believes its current generation of point-of-sale customer self-service and hand-held ordering and payment devices which utilize Windows XP Windows
Vista Windows XP Embedded and Windows CE operating systems represents an innovative platform based on an open modular software and hardware architecture

that offers increased functionality and stability compared to other systems in the marketplace at slower total cost of ownership

In January 2006 Radiant extended its reach into the retail industry by acquiring substantially all oldie assets of Synchronics Inc Synchronics leading provider
of business management and point-of-sale software for the retail market Synchronics had an experienced team which had developed an outstanding set of products that

are distributed through national network of dealer partners Through the combination of Radiant and Synchronics product lines and services the Company brings

tightly integrated high value product and service offerings to the marketplace The Company reports the operations of the Synchronics business under the Retail

segment

In January 2008 Radiant acquired Quest Retail Technology Quest global provider of point-of-sale and back office solutions to stadiums arenas convention

centers race courses theme parks restaurants bars and clubs The acquisition of Quest enables Radiant to strengthen its presence in the stadium park and arena

marketplace while expanding its installed terminal base both domestically and internationally The results of these operations arc reported under the Hospitality

segment

In April 2008 Radiant acquired Hospitality EPoS Systems Ltd Hospitality EP0S leading technology supplier to the U.K
hospitality market since 1992

Hospitality EPoS provided substantial capabilities for sales implementation and support services and represented Radiants suite of hospitality products including

Aloha point-of-sale software Enterprise.com above-store reporting gift card and loyalty programs MenuLink back office and Radiant hardware The results of these

operations are reported under the Hospitality segment

In May 2008 Radiant acquired substantially all of the assets of Jadeon Inc Jadeon one of the Companys resellers in California Jadeon has been delivering and

supporting Radiants
hospitality point-of-sale solutions since 2001 Jadeon offers full range of technology systems and implementation and support services

throughout the West coast The results of these operations are reported under the Hospitality segment

In July 2008 Radiant acquired Orderman GmbH Orderman one of the leading manufacturers of wireless handheld ordering and payment devices for the
hospitality

industry Orderman has provided innovative mobile solutions since 1994 and distributes its solutions through reseller network of partners that have deployed their

handheld devices predominately in Europe The acquisition enables Radiant to accelerate the adoption of mobile devices in the global hospitality sector The results of

these operations are reported under the Hospitality segment

To the extent that Radiant believes acquisitions joint ventures and business partnerships can better position it to serve its current segments it will continue to pursue
such opportunities in the future



Hospitality Segment

Radiant provides integrated technology solutions which meet the needs of wide variety of hospitality businesses throughout the world The industry segments in which

these solutions arc highly competitive include quick service restaurants fast casual restaurants table service restaurants stadiums arenas and certain entertainment

venues Radiants hospitality solutions are comprehensive including store systems corporate systems and supporting services The store systems offering is ccmpriscd

of innovative hardware advanced point-of-sale software and related modules for automating store operations These valuable modules include applications for

processing payments serving takeout and delivery customers improving kitchen production enhancing guest management and enabling self-service kiosks anl

handheld ordering and payment devices The solutions corporate systems include world-class data center hosting capabilities and software platforms These piovide

enterprise-wide reporting and alerting management of labor and inventory costs loss prevention store systems management stored value and loyalty applications

When combined the solutions store systems and corporate systems provide integrated functionality which is unprecedented in the hospitality industry The resulting

capabilities allow operators of all sizes around the world to achieve superior operational performance while delivering exceptional consumer experiences In acdition to

being tightly integrated the components of Radiants hospitality solution are also modular and open allowing operators to purchase components in stages

incorporating them into existing systems This maximizes both customer choice and Radiants opportunities to engage new customers The approach allows Radiant to

win the business of more customers and increase its share of their technology spending over time

Supporting services for the solution include custom software development consulting help desk support and field services Some combination of these valuable

services are utilized by virtually every Radiant customer in the hospitality industry assisting in the development of long-term relationships with highly satisfied

customers Radiant sells its hospitality solution directly to large multi-unit operations with sophisticated requirements for corporate support Smaller operators Ire

served by Radiants global network of resellers valuable business partners who best understand and serve the needs of local entrepreneurs

Food service operators of all sizes throughout the world face highly competitive and challenging environment in which consumers demand convenience and great

service while having an increasing number of dining options at their disposal To meet these challenges they require new technology that enables them to improve their

operations while reducing the total cost of ownership for their technology solution Radiants hospitality technology fills precisely this need providing the hospitality

industry the most compelling and competitive solution offering to date

Our back-office solutions are widely known as some of the industrys easiest systems for customers to use The combination of our robust back-office applications and

the Aloha suite of products including QuickService/TableService POSTM EnterpriseTM eCardTM and eFrequencyTM create an end-to-end solution designed to help

operators minimize operational costs and maximize profits We have enhanced our back-office offerings in recent years through the products obtained in the

acquisitions of MenuLink and Quest

Radiant believes that the international hospitality market represents continued growth opportunity in future years To service this market Radiant has expanded its

European presence through adding reseller partners and direct customers For the years ended December 31 2008 2007 and 2006 approximately 10% 6% and 6%
respectively of Radiants Hospitality segment revenues were from international customers

In April 2008 the Company expanded its capabilities for sales implementation and support services through the acquisition of Hospitality EPoS Hospitality EPoS was

leading technology supplier to the U.K hospitality market since 1992 and represented Radiants suite of hospitality products including Aloha point-of-sale scftware

Enterprise.com above-store reporting gift card and loyalty programs and Radiant hardware

The Company acquired substantially all of the assets of Jadeon in May 2008 and expanded its direct sales reach to offer full range of technology systems and

implementation and support services throughout the West coast Jadeon was one of Radiants resellers in California and has been delivering and supporting Radiants

hospitality point-of-sale solutions since 2001

In July 2008 the Company acquired Orderman GmbH located in Salzburg Austria Since its founding in 1994 Orderman has provided innovative mobile soluions

through its reseller network of partners that have deployed its handheld devices predominately in Europe Orderman is one of the leading manufacturers of wir1ess

handheld ordering and payment devices for the hospitality industry In addition Orderman has built strong network of resellers across Europe that management

believes will significantly expand the Companys ability to distribute other Radiant products and services

Radiant has proven track record of delivering enhanced value for cinema operators including offerings such as expanded concessions and foodservice self-service

ticketing and concessions film management and gift card programs With over 36000 cinema screens at more than 6100 sites in the United States cinema opcrators

are focusing on implementing cost controls from headquarters Radiant believes that cinema operators can improve customer service and profitability by implementing

integrated site and film management systems that enable them to speed customer transactions reduce lines manage inventory and schedule labor to meet variations in

traffic Due to the lack of end user market growth and Radiants high penetration in this market Radiant does not expect growth to occur in the cinema operator market

over the near term but believes this market has synergies with the stadium park and arena marketplace

In January 2008 the Company expanded its presence in the stadium park and arena marketplace with the acquisition of Quest located in Adelaide Australia Quests

products including point-of sale and back office solutions are leaders in industry segments such as stadiums arenas convention centers race courses theme parks

restaurants bars and clubs The Quest acquisition also provides Radiants Hospitality segment with more significant international presence

Customers who have licensed or purchased Radiants Hospitality products and services include Burger King Corporation Dunkin Brands Inc The Krystal Company
New World Restaurant Group CEC Entertainment Inc Chipotle Mexican Grill Inc P.F Changs China Bistro Inc Krispy Kreme Doughnut Corp Chick-fil-A

Inc Texas Roadhouse Inc Jamba Juice Company Cosi Inc Damons International Inc Churchs Chicken Del Taco Inc Don Pablos Sbarro Inc Fatbtrger

Corporation Landrys Seafood Restaurants mc Dennys Inc Benihana Inc Champps Entertainment Inc Checkers Drive-In Restaurant Inc Clubcorp Financial

Management Company California Pizza Kitchen Inc Noodles Company Diedrich Coffee Huddle House Inc Johnny Rockets International Inc Mortons of

Chicago Inc Red Robin International Inc Teds Montana Grill Inc Joes Crab Shack Holdings Inc Hillstone Restaurant Group Inc Peets Coffee and Tea Inc

Pita Pit Inc Rockbottom Restaurant mc Sizzler USA Restaurants Inc Focus Brands Inc Showcase Cinemas The Marcus Corporation Lany Miller Megaplex

Theatres Muvico Theaters Reading International Harkins Theatres and Clearview Cinemas Live Nation Yankee Stadium FedEx Field home of the Washington

Redskins Dolphins Stadium and Staples Center home of the LA Lakers and LA Clippers



Retail Segment

The Retail segment provides store and office-oriented technologies for the automation of retail businesses spanning from small stores to global chains Solutions

provided include software hardware and services either as complete turn-key solutions or as point-solutions in best-of-breed configuration Radiants retail solutions

encompass point-of-sale systems integrated back-office systems fuel controllers self-service kiosks site management technology payment processing systems

management and centralized data management

In January 2006 Radiant extended its reach into the retail industry by acquiring substantially all of the assets of Synchronics Inc including the CounterPointTM

product line Reseller partners of Radiant deliver our hardware platforms in conjunction with the CounterPoint software which has been adapted to over 20 different

retail concepts ranging from home and garden warehouses to shoe stores In addition to full solution for the traditional management of retail sites CounterPoint also

includes substantial recurring revenue business based on service fees for credit card processing as well as internet
retailing

CounterPoint Gateway provides retailers

with advanced high-speed credit processing while CPOnlineTM enables retailer to quickly augment brick-and-mortar sales with online operations

Radiants technology for petroleum and convenience retailers is built to enable fuel operations merchandise sales foodservice electronic payments and customer

loyalty programs Radiants solutions are designed to enhance speed of service in an easy-to-use reliable format Specialized software and hardware offerings such as

payment terminals and fuel controllers differentiate the Radiant product line in the petroleum retail market Self-service is an area of great interest for our customers

ranging from touch-screen food ordering stations in the US to highly secured credit card payment terminals for self-service fueling worldwide Radiants fourth

generation fuel control technology is helping retailers extend the viable life of their fuel dispensing equipment while delivering high performance for their customers

Radiants software uses industry standards to interface with leading third party back-office and headquarters solutions

In response to gross margin pressure on traditional categories including fuel and tobacco and enhanced competition for the convenience dollar from non-traditional

sources convenience retailers are changing business models and pursuing new revenue channels including made-to-order food specialty coffee programs and

expanded services offerings These changes have resulted in new growth opportunities for Radiant as implementation of these programs requires additional automation

for effective management

High.volume retailers such as grocery stores mass-merchants warehouse clubs and others are also adding fuel and made-to-order food to their offerings and represent

additional growth opportunities for Radiant As result of the changes in the retail market Radiant believes that there will continue to be demand for the foreseeable

future for Radiants teelmology solutions Management also believes that based on the success of technology in recent years and the positive return on investment seen

by Radiants customers demand for new technology will continue from both new and existing customers

Radiant believes that the international retail market represents an additional growth opportunity For the years ended December 31 2008 2007 and 2006

approximately 25% 25% and 33% respectively of Radiants Retail segment revenues were from international customers

Radiants Retail segment has over 1500 customers worldwide Customers who have licensed or purehased Radiants Retail products and services include Holiday

Stationstores Kruger Corporation Exxon Mobil Corporation Royal Dutch Shell Repsol YPF S.A Sheetz Inc Speedway SupcrAmerica LLC 7-Eleven Australia

Ny Ltd Alimentation Couche-Tard Hess Shell Canada Maverik Country Stores Rutters Farm Stoss Wawa Inc Arcbivers Inc Batteries Plus LLC The Field

Museum Elvis Presley Enterprises Inc Harbor Freight Tools Retail Concepts Inc Mahoneys Garden Center LLC Relax the Back Corporation Highs of Baltimore

Family Express and The Athletes Foot



Products and Services

Radiant serves the global retail and
hospitality industries with technology solutions that address their greatest automation needs Managing businesses that range from

single store or restaurant all the way to expansive global chains and the worlds largest sports stadiums Radiant provides software hardware and services through

variety of channels and products The strategy is to provide targeted solutions for each market with the common goal of
assisting our customers efforts to increase

revenue through more frequent consumer visits greater revenues per visit higher margins on each sale faster transactions and more efficient site operations

Point-of-Sale

Radiants point-of-sale systems increase speed and quality of service minimize user training and provide mission-critical reliability while delivering secure and

personalized service to the consumer The point-of-sale systems can be integrated with Radiants back-office products or third party solutions Radiants point-of-sale

software runs on multiple open hardware platforms including IBM NCR PAR WincorNixdorf and Radiant hardware Additionally Radiants point-of-sale hardware

supports Radiants point-of-sale software and
third-party point-of-sale software products that adhere to open standards Radiants point-of-sale terminals offer an open

architecture retail-hardened design comprehensive support and return-to-service programs and run on Windows CE Windows XP Windows XP Embedded and

Windows POS Ready Quest Back Office is based on Microsoft SQL and operates on Windows Server products However the Quest POS terminals do not reIi on
commercial operating systems This secure environment creates simple effective POS platform while reducing management and maintenance costs

In the retail market the Radiants point-of-sale solution has been adapted by resale partners for use in wide variety of business formats enabling tighter fit lo each

retailers specific needs while expanding the possible market of buyers for our solution In addition this segment delivers value to retailers through an online siore

offering as well as card payment processing service Specifically for Petroleum retail Radiants point-of-sale products are adapted to the needs of global

multi-nationals enabling them to deploy best practices in their worldwide operations

The hospitality market point-of-sale solutions for Table Service Restaurants Quick Service Restaurants Stadiums Arenas and Cinema/Entertainment venues ach

offer distinct value to our customers and resale partners Speed and accuracy of orders are paramount in restaurant formats as are labor and food production inlegration

Consumer preferences are driving automation for broad range of service models from drive-thru to curb-side pickup counter service and more Consumer loyalty

and gift cards are just two of the significant enhancements offered to our customers in recent years In addition to foodservice requirements the Cinema segment has

specialized needs related to theater systems from management of internet ticket sales to reserved seating

Customer Self-Service

Within many markets of the hospitality and retail industries customer self-service has emerged as preferred ordering and transaction method Traditional capabilities

such as online shopping and pay-at-pump are distinct value propositions delivered by Radiants products Radiant has easy to use consumer-activated touch screen

systems that allow consumers to purchase tickets place food order pay with credit or debit card redeem loyalty rewards make product inquiries and view

promotions Software development and consumer experience authoring tools integrate graphic media into consumer-friendly application

Management believes consumer self-service kiosks allow hospitality and retail operators to accelerate speed of service increase revenues through suggestive up-selling

increase order accuracy capture consumer information at the point-of-sale increase labor productivity and respond quickly to changing consumer preferences

Radiants customer self-service products help operators create uniform and repeatable approach to customer service while improving revenue

Site-Management Systems

Operators in both of Radiants segments have varying requirements for site-management systems from the most basic site-based technology to the most advancd

centralized back-office system Radiants products are differentiated based on the needs of the different operating models of our customers and integrated into other

components of the enterprise operation

MenuLink and Quest Enterprise Manager back office solutions help operators run more profitable hospitality business through the delivery of tools and critical

information needed to help reduce food and labor costs and improve customer service and management efficiency Radiants enterprise site-management products offer

comprehensive back office functionality that includes inventory and recipe management purchasing labor management cash management and reporting

In the retail segment products such as Radiant Site Manager and CounterPoint SQL focus on specific retailer needs such as multi-site inventory management or fuel

reconciliation while leveraging open standards for integration to other components of the retailer enterprise

Software Services

The delivery of software as subscribed service with recurring fee has become significant enhancement to Radiants value proposition and business flexibility in

support of our customers One instance is Radiants Aloha eServices product suite which is built to give restaurant operators tools to capitalize on revenue opportunities

and prevent unnecessary costs or losses This service combines intelligent features such as business alerts complete suite of enterprise-level reporting with dir 11-down

analysis as well as accounting and payroll interfaces Enterprise comes complete with robust centralized database management CDM toolset designed to failitate

data management such as price and item changes directly from the corporate office

Radiant also offers its software through an application service provider ASP model The ASP model allows customers to use Radiant software without requiring

them to use their own hardware system capacity or maintain the software application on their own servers This offering is available on monthly fee basis

In the Retail segment the CPOnline product enables retailer to move from bricks-and-mortar to being full-featured online retailer through simple managed service

from Radiant

Electronic payment services are also successful service-based software delivery offerings The Retail segment of Radiant markets high-speed credit card processing

service while the Hospitality segment has large base of customers for its proprietary gift card branding program eCardTM The consumer loyalty solution

eFrcquencyTM is also offered to customers in all Hospitality segments on recurring fee basis

The Company expanded its business services in 2008 with the launch of Radiant Payment Services RPS business aimed at selling and servicing electronic

payment processing RPS enhances Radiants current solutions by providing an integrated turnkey payment processing solution for wide variety of payment methods

including credit debit and gift card payments The objective of RPS is to raise the level of customer service that is provided to business owners and operators by

providing competitive and transparent pricing increased accountability from single vendor and the highest level of security for customer data and credit card

transactions



Professional Services

Professional services are an essential component of the Radiant solution our service offerings include consulting customization training installations and integration

Our professional services play critical role in the successful design implementation application installation and integration of Radiants solutions

The market for Radiants professional services is intensely competitive We believe that we excel in the principal competitive factors including product quality

reliability performance price vendor and product reputation financial stability features and functions ease of use quality of support and degree of integration effort

as compared with competitor systems

Maintenance and Customer Support

Radiant offers customer support on 24-hour basis service that historically has been purchased by majority of its customers and which also entitles the customer to

product upgrades Radiant can remotely access customers systems in order to perform quick diagnostics and provide on-line assistance Additionally Radiant offers

customers hardware and software maintenance and unspecified software enhancements In some cases hardware support is provided by third parties Radiant focuses

on providing quality service and ensuring first-time fix for any technical issue with our hardware Our hardware maintenance program also provides flexible solutions

and can be customized to meet specific customer needs Radiants software maintenance program offers modifications and enhancements to our software products

including updates and corrections We have
historically

had high rate of renewal on these maintenance and support Contracts

Sales and Marketing

Through focused and dedicated sales effort designed to address the requirements of both business segments Radiant believes its sales force is positioned to

understand its customers businesses trends in the marketplace competitive products and opportunities for new product development This allows Radiant to take

consultative approach to working with customers

Radiants sales personnel focus on selling its technology solutions to major customers typically those with more than 50 locations or sites with more than 50 POS

terminals both domestically and internationally All sales personnel are compensated with base salary and commission based on revenue quotas gross margins andlor

other profitability measures

Over the last several years Radiant has seen an increase in the portion of revenues comprised of small businesses within both segments This increase is due to

Radiants increased investments in developing relationships with third-party resellers to distribute its products to small to medium-sized operators Radiant accelerated

the development of these relationships through acquisitions in both segments

While serving and meeting the expectations of large operators remains top priority Radiant intends to serve the needs of all operators within its segments To better

serve the small to medium-sized customer we will continue to develop the reseller channel and package solutions in manner that is easy for operators to afford

implement and support Radiants strategy is to deliver rich products that are easy to implement and support establish strong presence within critical franchised

brands and support resellers with strong operational tools

In 2008 2007 and 2006 the Companys international revenues accounted for approximately 14% 13% and 17% respectively of total revenues Management believes

that this percentage can be increased substantially in the coming years The growing number of large multi-national companies which are among Radiants major North

American customers together with its successful record of implementing solutions with retailers in Western Europe Eastern Europe and Asia positions Radiant to

make additional progress internationally in the future Additionally the majority of Radiants current business outside the United States has been in the retail market

Management believes there is opportunity for significant growth in the hospitality and retail markets outside the United States Currently Radiant has 238 employees in

Europe Asia and Australia Radiant has previously eaccuted international projects in Australia Canada Spain Italy Austria the Czech Republic Hong Kong

Hungary Ireland Japan Macau Malaysia Poland Slovakia Sweden Switzerland Thailand Trinidad and Tobago and the United Kingdom Radiant currently has

offices in Adelaide Geelong Prague Salzburg Shanghai Singapore Spain and the United Kingdom and representation in Central America and South America

To date Radiants primary marketing objectives have been to increase awareness of Radiants technology solutions and generate sales leads To this end Radiant

attends industry trade shows conducts direct marketing programs and selectively advertises in industry publications Radiant intends to increase its sales and marketing

activities both domestically and internationally Additionally Radiant intends to continue expanding an independent distribution network to sell and service its products

to certain segments of the domestic and international markets

Radiants business is usually seasonal and cyclical in nature based on the capital equipment investment
patterns

of its customers These expenditure patterns are based

on many factors including customer capital expenditure budget constraints the development of new technologies global and regional economic conditions changes in

the pricing and promotion policies of the Company and its competitors and domestic and international holidays

During 20082007 and 2006 no one customer made up lO% or more of the Companys revenues The Company is party to certain contracts with the U.S Government

which contained standard termination for convenience clauses The Company does not anticipate any material adverse financial impact if the U.S Government elects to

exercise its rights under these termination clauses



Product Development

The products sold by Radiant are subject to rapid and continual technological change Products available from Radiant as well as from its competitors have

increasingly offered wider range of features and capabilities Radiant believes that in order to compete effectively in its selected markets it must provide compatible

systems incorporating new technologies at competitive prices In order to achieve this we have made substantial ongoing commitment to research and development

During 2008 2007 and 2006 Radiant incurred approximately $28.9 million $26.2 million and $25.0 million respectively in product development costs which

includes software costs that were capitalizable in nature

Radiants product development strategy is focused on creating common technology elements that can be leveraged in applications across its core markets Radants

software architecture is based on open platforms and is modular thereby allowing it to be phased into customers operations Radiant has developed numeros

applications running on Microsoft Windows-based platforms including Windows XP Windows Vista Windows XP Embedded and Windows CE The software

architecture incorporates Microsofts Component Object Model providing an efficient environment for application development

In order to remain competitive Radiant is currently designing coding and
testing number of new products and developing expanded functionality of its current

products In addition Radiant strives to achieve compatibility between its products and products that are or that Radiant believes will become popular and widely

adopted

Manufacturing Raw Materials and Supplies

Radiants manufacturing activities consist primarily of assembling various commercial and proprietary components into finished systems in Georgia Austria and

Australia Manufacturing requires some raw materials including wide variety of mechanical and electrical components to be manufactured to Radiants

specifications Radiant uses numerous companies to supply parts components and subassemblies for the manufacture and support of its products Although Radiant

makes reasonable efforts to assure that
parts are available from multiple qualified suppliers this is not always possible Accordingly some key parts may be obtained

only from single supplier or limited group of suppliers Radiant has sought and will continue to seek to minimize the risk of production and service interruptions

and/or shortages of key parts by qualifying and
selecting alternate suppliers for key parts monitoring the financial condition of key suppliers maintaining

appropriate inventories of key parts and qualifying new parts on timely basis

Market Background and Trends

Successful hospitality and retail operators increasingly require information systems that capture detailed consumer activity data at the point-of-sale and Store and

transport
that data in an easy-to-access fashion Early technology innovators in the hospitality and retail industries deployed robust integrated information systcms at

the point-of-sale and used the information to react quickly to changing consumer preferences ultimately gaining market share in the process In addition integrated

information systems helped these early innovators achieve operational efficiencies Many large national
hospitality

and retail companies have followed suit by investing

in proprietary information systems

For many types of
hospitality and retail operators however this type of information system does not make economic or business sense In particular merchant with

large number of relatively small sites such as convenience stores petroleum retail sites restaurants and entertainment venues generally have not been able to develop

and deploy sophisticated enterprise-wide information systems on cost effective basis Economic and standardization problems for these businesses are exacerbated by
the fact that many sites operate as franchises dealerships or under other decentralized ownership and control structures Without an investment in technology these

operators continue to depend on labor and paper to process transactions Radiants management believes that high labor costs lack of centralized management control

of distributed sites and inadequate informational reporting together with emerging technology trends have caused many of these hospitality and retail busines to

reexamine how technology solutions can benefit their operations

Typically the existing information systems in these industries consist of stand-alone devices such as cash registers or other point-of-sale systems with little or rio

integration with either the back-office of the site or an enterprise-wide information system Implementation of information systems providing this functionality typically

involves multiple vendors and an independent systems integration firm The resulting proprietary solutions are often difficult to support and have inherently high risks

associated with implementation Management believes that technology solutions that arc highly functional and scalable relatively inexpensive and easy to depl.y are

critical for successful penetration in these markets

In the absence of an integrated solution operators in these markets typically rely on manual reporting to capture data on site activity and disseminate it to different

levels of management Basic information on consumers i.e who they are when they visit and what they buy is not captured in sufficient detail at the right time or in

manner that can be communicated easily to others in the organization Similarly information such as price changes does not flow from headquarters to individual sites

in timely manner In addition communications with vendors often remain manual involving paperwork delays and other process-related problems



Recent trends in the hospitality and retail industries have accelerated the need for timely information and have heightened demand for feature-rich operational systems

Based in
part upon industry association

reports and other studies as well as Radiants experience in marketing its products we believe consumer preferences have

shifted away from brand
loyalty

toward value and convenience creating greater need for timely data concerning consumer buying patterns and preferences We also

believe that convenient consumer-activated ordering and payment systems such as automated kiosks ATMs voice response units and pay at the pump systems have

become important to retailers food service providers and cinema operators that wish to retain and build customer base Additionally through the use of integrated

systems hospitality and retail businesses can improve operational efficiencies through better management of inventory purchasing merchandising pricing promotions

and shrinkage control Management believes that the ability to provide tight system integration to variety of industry standard back-office solutions can enable

customers to improve control and enforce best practices across operational sites Furthennore management believes that the constant flow of information among the

point-of-sale back-office headquarters and the supply chain has become key competitive advantage in the
hospitality

and retail industries resulting in operators

demanding more sophisticated and easily integrated solutions from their systems vendors In parallel development technological advances have improved the

capability of information systems that are available With the price of computing power declining technology investments have become economically feasible for many
hospitality and retail businesses Furthermore computing power has become increasingly flexible and distributable facilitating data capture and processing by

applications located at the point-of-sale Also front-end graphical user interfaces have made systems easier to use which reduces
training time and transaction costs and

facilitates more types of consumer-activated applications

Competition

The markets in which Radiant operates arc intensely competitive Radiant believes the
principal competitive factors include product quality reliability performance

price vendor and product reputation financial stability features and functions case of usc quality of support and degree of integration effort required with competitor

systems

Radiant believes it is uniquely positioned with its exclusive focus on providing site management systems for hospitality and retail businesses Radiants ability to

commercialize its technology and continually improve its products processes and services as well as its ability to develop new products enables it to meet continually

evolving customer requirements Radiants competitors include International Business Machines Corp NCR Corporation Casio Dell VeriFone Inc Dresser Inc
Relalix Ltd PacertCATS owned by Clarity Commerce Solutions plc Micros Systems Inc Par Technology Corporation POSitouch Panasonic The Pinnacle

Corporation Agilysys RetailPro iDA Software Epicore and others that provide pomt-ot-sale and site management systems with varying degrees of functionality

The Company could also be faced with new market entrants attempting to develop fisHy integrated systems targeting the retail industry Radiant believes the risk of this

happening is small due to the significant amount of time and effoit required to create point-of-sale and back-office headquarters-based management systems and due to

the detailed knowledge required of retailers operations at local sites and headquarters in order to duplicate the functionality of these products

In the market for consulting services the Company competes with various companies Many of Radiants existing competitors as well as number of
potential new

conspetitors have significantly greater financial techniel and marketing resources than the Company



Proprietary Rights

Radiants success and ability to compete is dependent in
part upon its proprietary technology including its software source code To protect its proprietary technology

Radiant relies on combination of trade secret nondisclosure copyright and patent law which may afford only limited protection In addition effective copyright and

trade secret protection may be unavailable or limited in certain foreign countries Although Radiant relies on the limited protection afforded by such intellectual

property laws it also believes that factors such as the technological and creative skills of its personnel new product developments frequent product enhancements

name recognition and reliable maintenance are essential to establishing and maintaining technology leadership position Radiant presently has five patents and six

patents pending The source code for Radiants various proprietary software products is protected both as trade secret and as copyrighted work Radiant generally

enters into confidentiality or license agreements with its employees consultants and customers and generally controls access to and distribution of its software

documentation and other proprietary information Although the Company restricts customers use of its software and does not permit the unauthorized resale sublicense

or other transfer of such software there can be no assurance that unauthorized use of the Companys technology will not occur

Despite the measures taken by the Company to protect its proprietary rights unauthorized parties may attempt to reverse engineer or copy aspects of its products otto

obtain and use information that the Company regards as proprietary Policing unauthorized use of our products is difficult In addition litigation may be necessary in the

future to enforce our intellectual property rights such as our trade secrets to determine the validity and scope of our or others proprietary rights or to defend against

claims of infringement or invalidity Such litigation could result in substantial costs and diversion of resources and could have material adverse effect on our business

operating results and financial condition

Certain technology used in conjunction with Radiants products is licensed from third parties generally on non-exclusive basis These licenses usually require Radiant

to pay royalties and fulfill confidentiality obligations Radiant believes that there are alternative sources for each of the material components of technology licensed by

Radiant from third parties However the termination of any of these licenses or the failure of the third-party licensors to adequately maintain or update their products

could result in delay in Radiants ability to ship certain of its products while it seeks to implement technology offered by alternative sources Any required alternative

licenses could prove costly Also any such delay to the extent it becomes extended or occurs at or near the end of fiscal quarter could result in material adverse

effect on Radiants business operating results and financial condition While it may be necessary or desirable in the future to obtain other licenses relating to one or

more of our products or relating to current or future technologies there can be no assurance that we will be able to do so on commercially reasonable terms or at all

There can be no assurance that Radiant will not become the subject of infringement claims or legal proceedings by third parties with respect to current or future

products Defending against any such claim could be time-consuming result in costly litigation cause product shipment delays or force Radiant to enter into royalty or

license agreements rather than dispute the merits of such claims Moreover an adverse outcome in litigation or similaradversarial proceeding could subject Radiant to

significant liabilities to third parties require the expenditure of significant resources to develop non-infringing technology require disputed rights to be licensed from

others or require Radiant to cease the marketing or use of certain products any of which could have material adverse effect on Radiants business operating results

and financial condition To the extent Radiant desires or is required to obtain licenses to patents or proprietary rights of others there can be no assurance that any such

licenses will be made available on terms acceptable to Radiant if at all As the number of software products in the industry increases and the functionality of these

products further overlaps Radiant believes that software developers may become increasingly subject to infringement claims Any such claims against Radiant with or

without merit as well as claims initiated by Radiant against third parties could be time consuming and expensive to defend prosecute or resolve

Employees

As of December 31 2008 the Company employed 1354 people None of Radiants employees is represented by collective bargaining agreement nor has the

Company experienced any work stoppages Radiant considers its relations with its employees to be good

Radiants future operating results depend in
significant part upon the continued service of its key technical consulting and senior management personnel and its

continuing ability to attract and retain highly qualified technical and managerial personnel Competition for such personnel is intense and there can be no assurance that

Radiant will retain its key managerial or technical personnel or attract such personnel in the future Radiant has at times experienced and continues to experience

difficulty recruiting qualified personnel and there can be no assurance that Radiant will not experience such difficulties in the future Radiant either directly or through

personnel search firms actively recruits qualified product development consulting sales and marketing and administrative personnel If Radiant is unable to hire and

retain qualified personnel in the future such inability could have material adverse effect on Radiants business operating results and financial condition

Foreign Operations

For information regarding sales and long-lived assets attributable to domestic and foreign operations please refer to the information presented in Note 14 Segnent

Reporting Data in the notes to our consolidated financial statements presented in Part II Item of this report

Environmental Matters

The Company believes that it is in compliance in all material respects with all applicable environmental laws and does not anticipate that such compliance will have

material effect on its future capital expenditures earnings or competitive position with respect to any of its operations

Available Information

Radiant maintains website at www.radiantsystems.com Radiant makes available free of charge its annual reports on Form 10-K quarterly reports on Form l0-Q and

current reports on Form 8-K on its website as soon as practicable after such reports are filed with the SEC These filings can be accessed through the Investor

Relations page on Radiants website at www.radiantsystems.com Radiants common stock is traded on The NASDAQ Stock Market under the symbol RAIS



ITEM IA RISK FACTORS

In addition to the other information contained in this report the following risks should be considered carefully in evaluating Radiant and its business

Risks Related to our Business

Recent global economic and market conditions could cause decreases in demand for our products and related services

Our revenue and profitability depend on the overall demand for our products and related services We are impacted both
directly

and
indirectly by declining global

economic conditions The retail and hospitality industries are cautious of investments in information technology during difficult economic times which often results in

reduced budgets and spending This impacts us through reduced revenues elongated selling cycles delays in product implementation and increased competitive margin

pressure The recent severe downturn in global economic and market conditions could result in decreases in demand for our products and related services as the current

tightening of credit in financial markets may adversely affect the ability of our customers to obtain financing for significant purchases and operations We are unable to

predict with certainty the future impact which the most recent global economic conditions will have on the demand for our products and related services

The recent volatility and disruption of the capita and credit maets and adverse changes in the global economy could have negative impact on our ability to

access the credit markets in the future and/or obtain credit on favorable lerm

Recently the capital and credit markets have become increasingly tight as result of adverse economic conditions that have caused the failure and near failure of

number of large financial services companies While currently these conditions have not impaired our ability to access credit markets and fmance our operations there

can be no assurance that there will not be finther deterioration in the fmancial markets If the capital and credit markets continue to experience crises and the

availability of funds remains low it is possible that our ability to access the
capital

and credit markets may be limited or available on less favorable terms at time

when we would like or need to do so which could have an impact en our ability to refinance maturing debt pursue acquisitions and/or react to changing economic and

business conditions In addition if current global economic conditions persist for an extended period of time or worsen substantially our business may suffer in

manner which could cause us to full to satisly the financial and other restrictive covenants to which we arc subject under our existing indebtedness

Fluctuations in currency exchange rates
Jlvay adversely impact oar cash flows and earnings

Due to our global operations our cash how and earnings are exposed to currency exchange rate fluctuations Exchange rate fluctuations may also affect the cost of

goods and serviccs that we purchase The recent volatility in the global capital and credit markets has increased the frequency and severity of exchange rate fluctuations

Changes from our expectations for currency exchange rates can have material impact on our financial results When appropriate we may attempt to limit our exposure

to exchange sate changes by entering into short-term currency exchange contracts There is no assurance that we will hedge or will be able to hedge such foreign

currency exchange risk or that our hedges will be successful

Our currency exchange gains or losses net of hedges may materially and adversely impact our cash flows and earnings Additionally adverse movements in currency

exchange rates could result in increases in our coat of goods sold or reduction in growth in international orders materially impacting our cash flows and earnings

An increase in customer bankruptcies due to weak economic conditions could harm our business

During weak economic times there is an increased risk that certain of our customers will file bankruptcy If customer files bankruptcy we may be required to forego

collection of pre-petition amounts owed and to repay amounts remitted to us during the 90-day preference period preceding the tiling Accounts receivable balances

related to pie-petition amounts may in certain of these instances be large due to extended payment terms for software license fees and significant billings for

consulting and implementation services on large projects The banknrptcy laws as well as specific circunastances of each bankruptcy may limit our ability to collect

pie-petition amounts We also face risk from international customers that file for bankruptcy protection in foreign jurisdictions in that the application of foreign

bankruptcy laws may be more difficult to predicL Although we believe that we have sufficient reserves to cover anticipated customer bankruptcies we can provide no

assurance that such reserves will be adequat and if they are not adequate our business operating results and financial condition would be adversely afFected

Our revenues are significantly concentrated in the hospitality and retail maietc mid the desnand for our products and services in these markets could be

disproportionately affected by instability or downturn in either mweL

Approximately 75% 68% and 64% of the our total revenues for the fiscal years ended December 31 20082007 and 2006 respectively were attributable to the

hospitality market and approximately 24% 31% and 35% of our total revenues for the fiscal years ended December 31 20082007 and 2006 respectively were

attributable to the retail market The hospitality and retail markets are affected by variety of factors including global and regional instability governmental policy and

regulation political instability natural disasters environmental and health disasters consumer buying habits consolidation in the petroleum industry war terrorism

and general economic conditions Adverse developments in either market could materially and adversely affect our business operating results and financial condition

In addition we believe the purchase of our products is relatively discretionary and generally involves
significant commitment of capital because purchases of our

products are often accompanied by large scale hardware purchases As result demand for our products and services could be disproportionately affected by instability

or downturns in the
hospitality

and retail markets which may cause customers to exit the industry or delay cancel or reduce planned-for information management

systems and software products
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We may be required to defer recognition of revenues on our software products which may have material adverse effect on our financial results

We may be required to defer recognition of revenues for significant period of time after entering into license agreement for variety of factors including the

following

transactions that include both currently deliverable software products and arrangements that include specified upgrades for which we have not

established vendor-specific objective evidence VSOE of fair value

transactions where the customer demands services that include significant modifications customizations or complex interfaces that could de Lay

product delivery or acceptance and

transactions that involve acceptance criteria that may preclude revenue recognition or if there are identified product-related issues such as

performance issues

Because of the factors listed above and other specific requirements under generally accepted accounting principles GAAP for software revenue recognition we

must have very precise terms in our license agreements in order to recognize revenue when we initially deliver software or perform services Although we have

standard form of license agreement that meets the criteria under GAAP for current revenue recognition on delivered elements we negotiate and revise these terms and

conditions in some transactions Negotiation of mutually acceptable terms and conditions can extend the sales cycle and sometimes result in deferred revenue

recognition well after the time of delivery or project completion

Our revenues and results of operations are difficult to predict and may fluctuate substantially from quarter to quarter which could adversely affect our business

and the market price of our common stock

Our revenues and results of operations are difficult to predict and may fluctuate substantially from quarter to quarter These fluctuations can adversely affect our

business and the market price of our common stock License revenues in any quarter depend substantially upon our total contracting activity and our ability to recognize

revenues in that quarter in accordance with our revenue recognition policies Our contracting activity
is difficult to forecast for variety of reasons including die

following

our sales cycle is relatively long and varies as result of us expanding our product line and broadening our software product applications to cover

customers overall business

the size of license transactions can vary significantly

economic downturns are often characterized by decreased product demand price erosion technological shifts work slowdowns and layoffs which

can substantially reduce contracting activity

customers may unexpectedly postpone or cancel anticipated system replacements or new system evaluations due to changes in their strategic

priorities project objectives budgetary constraints or management

customer evaluations and purchasing processes vary significantly from company to company and customers internal approval and expenditure

authorization process can be difficult and time consuming even after selection of vendor

changes in our pricing policies and discount plans may affect customer purchasing patterns

the number timing and significance of our and our competitors software product enhancements and new software product announcements may

affect purchasing decisions

the introduction of new research and development projects requires us to significantly increase our operating expenses to fund greater levels of

product development and to develop and commercialize additional products and services

certain expenses including those over which we exercise little or no control such as health costs compliance with new legislation and property and

liability insurance may be difficult to manage and

fluctuations in the value of foreign currency exchange rates relative to the U.S dollar or weakening of the U.S dollar may adversely impact our

ability to purchase materials at competitive price

In addition our expense levels operating costs and hiring plans are based on projections of future revenues and are relatively fixed If our actual revenues fall below

expectations our net income is likely to be disproportionately adversely affected

Due to all of the foregoing factors in some future quarters our operating results may fall below the expectations of securities analysts and investors In such event the

market price of our common stock would likely decrease
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Our gross margins may vary sign cantly or decline

Since the gross margins on product revenues are significantly greater than the gross margins on services revenues our combined gross margin has fluctuated from

quarter to quarter and it may continue to fluctuate significantly based on revenue mix

Our success will depend on our ability to develop new products and 10 adapt to rapid technological change

The types of products sold by us are subject to rapid and continual technological change Products available from us as well as from our competitors have increasingly

offered wider range of features and capabilities We believe that in order to compete effectively in selected vertical markets we must provide compatible systems

incorporating new technologies at competitive prices To the extent we determine that new software and hardware technologies are required to remain competitive or

our customers demand more advanced offerings the development acquisition and implementation of these technologies are likely to require significant capital

investments by us To the extent that such expenses precede or are not subsequently followed by increased revenues our business results of operations and financial

condition may be materially and adversely affected

We can provide no assurance that we will be able to continue funding research and development at levels sufficient to enhance our current product offerings or be able

to develop and introduce on timely basis new products that keep pace with technological developments and emerging industry standards and address the evolving

needs of customers There can also be no assurance that we will not experience difficulties that will result in delaying or preventing the successflsl development
introduction and marketing of new products in our existing markets or that our new products and product enhancements will adequately meet the requirements of the

marketplace or achieve any significant degree of market acceptance Likewise there can be no assurance as to the acceptance of our products in new markets nor can

there be any assurance as to the success of our penetration of these markets or to the revenue levels or profit margins with respect to these products Our inability for

any reason to develop and introduce new products and product enhancements in timely manner in response to changing market conditions or customer requirements

could materially adversely affect our business financial position results of operations and cash flow

In addition we strive to achieve compatibility between our products and retail systems that we believe are or will become popular and widely adopted We invest

substantial resources in development efforts aimed at achieving suab compatibility Any failure by us to anticipate or respond adequately to technology or market

developments could materially adversely affect our business operating results and financial condition

We iay have dfflcsr1y imp leinenting our products which coeddd.wiage our reputation arid our ability to generatE new business

implementation of our sofuware products can be lengthy process and commitment of resources by our customers is subject to number of
significant

risks over which

we have little or no control Delays in the implementations of any of our software products whether by our business partners or us may result in customer

dissatisfaction disputes with customers or damage to our reputation Significant problems implementing our software can cause delays or prevent us from collecting

tees for our software and ran damage our ability to generate new business

Errors or defects ua our softwiwepnrdncts cosdi .ürithdsb demand for ourpradads injure our reputation arid reduce our operating resulL

Our software products axe complex and may contain errors that could be detected at any point in the life of the product We can provide no assurances that errors will

not be found in new products or releases after shipment Such errors could result in diminished demand for our products delays in market acceptance and sales

diversion of development resources injury to our reputation or increased service and warranty costs If any of these were to occur our operating results could be

adversely affected

Our failure to manage ourgrowth cijedively co.dd have asateiial adverse
effect on our business financial position results of operations and cash flows

The growth in the size and complexity of our business and the expansion of our product lines and customer base may place significant strain on our management and

operations An increase in the demand for our products could strain our resources or result in delivery problems delayed software releases slow response time or

insufficient resources for assisting customer with implementation of our products and services which could have material adverse effect on our business operating

results and financial condition We anticipate that continued growth if any will require us to recniit hire and assimilate substantial number of new employees

including consulting product development sales and marketing and administrative personnel

Our ability to compete effectively and to manage future growth if any will also depend on our ability to continue to implement and improve operational financial and

management information systems on timely basis and to expand train motivate and manage our work forte particularly our direct sales force and consulting services

organization We can provide no assurance that we will be able to manage any future growth and any failure to do so could have material adverse effect on our

business financial position results of operations and cash flows
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Our acquisition of existing businesses and our failure to successfully integrate these businesses could disrupt our business dilute our common stock and harm our

financial position results of operations and cash flows

As part
of our operating history and growth strategy we have acquired other businesses In the future we may continue to seek acquisition candidates in selected

markets and from time to time engage in exploratory discussions with suitable candidates We can provide no assurance that we will be able to identif and acquire

targeted businesses or obtain financing for such acquisitions on satisfactory
terms The process of integrating acquired businesses into our operations may result in

unforeseen difficulties and may require disproportionate amount of resources and management attention In particular the integration of acquired technologies with

our existing products could cause delays in the introduction of new products In connection with future acquisitions we may incur significant charges to earnings as

result of among other things the write-off of purchased research and development

Future acquisitions may be financed through the issuance of common stock which may dilute the ownership of our shareholders or through the incurrence of additional

indebtedness Furthermore we can provide no assurance that competition for acquisition candidates will not escalate thereby increasing the costs of making

acquisitions or making suitable acquisitions unattainable Acquisitions involve numerous risks including the following

problems combining the acquired operations technologies or products

unanticipated costs or liabilities

diversion of managements attention

adverse effects on existing business relationships with suppliers and customers

risks associated with entering markets in which we have limited or no prior experience and

potential
loss of key employees particularly those of the acquired organizations

For example until we actually assume operating control of the business assets and operations it is difficult to ascertain with precision the actual value or the potential

liabilities of our acquisitions We may not be able to integrate successfully any business technologies or personnel that we have acquired or that we might acquire in the

future and this could harm our financial position results of operations and cash flows

Damage to our manufacturing site could limit our ability to operate our business

We do not have redundant multiple-site manufacturing capacity Therefore damage to our manufacturing site from natural disaster or other catastrophic event such as

fire flood terrorist attack power loss and other similarevents could cause interruptions or delays in our manufacturing process or render us unable to accept ard fulfill

customer orders We have not established formal disaster recovery plan and our business interruption insurance may not be adequate to compensate us for any losses

we may suffer

The loss of our key personnel could have material adverse effect on us

Our future success depends in part on the performance of our executive officers and key employees We do not have employment agreements with any of our executive

officers The loss of the services of any of our executive officers or other key employees could have material adverse effect on our business financial positior results

of operations and cash flows

Our inability to attract hire or retain the necessary technical and managerial personnel could have material adverse effect on our business financial position

results of operations and cash flows

We are heavily dependent upon our ability to attract retain and motivate skilled technical and managerial personnel especially highly skilled engineers involved in

ongoing product development and consulting personnel who assist in the development and implementation of our total business solutions The market for such

individuals is intensely competitive Due to the critical role of our product development and consulting staffs the inability to recruit successfully or the loss of

significant part of our product development or consulting staffs could have material adverse effect on us The software industry is characterized by high level of

employee mobility and aggressive recruiting
of skilled personnel We can provide no assurance that we will be able to retain our current personnel or that we vill be

able to attract assimilate or retain other highly qualified technical and managerial personnel in the future The inability to attract hire or retain the necessary technical

and managerial personnel could have material adverse effect upon our business financial position results of operations and cash flows
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Our success and ability to compete are dependent upon our ability to protect ourprop rietary technology

Our success and ability to compete are dependent in
part upon our ability to protect our propnetaly technology We rely on combination of patent copyright and trade

secret laws and non-disclosure agreements to protect this proprietary technology We enter into confidentiality and non-compete agreements with our employees and

license agreements with our customers and potential customers which limit access to and distribution of our software documentation and other proprietary information

We can provide no assurance that the
steps taken by us to protect our proprietary rights will be adequate to prevent misappropriation of our technology or that our

competitors will not independently develop technologies that are substantially equivalent or superior to our technology In addition the laws of some foreign countries

do not protect our proprietary rights to the same extent as do the laws of the United States

Litigation may be necessary in the future to enforce our intellectual property rights such as our trade secrets to determine the validity and scope of our or others

proprietary rights or to defend against claims of infringement or invalidity Such
litigation could result in substantial costs and diversion of resources and could have

material adverse effect on our business operating results and financial condition

Certain technology used in conjunction with our products is licensed from third parties generally on non-exclusive basis The termination of any of these licenses or

the failure of the third-party licensors to maintain or update their products adequately could result in delay in our ability to ship certain of our products while we seek to

implement technology offered by alternative sources and any required replacement licenses could piuve costly While it may be neeessaiy or desirable in the future to

obtain other licenses relating to one or more of our products or relating to current or future technologies we can provide no assurance that we will be able to do so on

commercially reasonable terms or at all

If we become subject to adverse claims alleging infringement of third-party proprietary rights we may incur substantial imanticipaled costs and our competitive

position may suffer

There has been substantial amount of litigation in the software industries regarding intellectual property tights It is possible that in the future third parties may claim

that our current or potential future software solutions inflinge on their intellectual property We anticipate that software product developers will increasingly be subject

to infringement claims as the number of products and competitors in our industry segment grow Although we are not aware of any infringement by our technology on

the proprietary rights of others and arc not currently subject to any legal proceedings involving claimed infringements we can provide no assurance that we will not be

subject to such third-party claims litigation or indemnity demands or that these claims wilt not be successful If claim or indemnity demand were to be brought

against us it could result in costly litigation or product shipment delays or force us to stop selling or providing services or enter into costly royalty or license

agreements

We operate in highly cowirpetitive market and can giw no assurance that we will be able to compete successfully againsi our current orfuftre competilses

The market for retail information systems is intensely competitive We believe the principal competitive factors are product quality reliability performance and price

vendor and product reputation financial stability features and functions ease of use quality of support and degree of integration effort required with other systems

number of companies offer competitive products addressing certain of our target
markets In addition we believe that new market entrants may attempt to develop fully

integrated systems targeting the retail industry In the market for consulting services we compete with various systems integrators Many of our existing competitors as

well as number of potential new competitors have
significantly greater financial technical and marketing resources than we have We can provide no assurance that

we will he able to compete successfully against our current or future competitors or that competition will not have material adverse effect on our business operating

results and financial condition

Additionally we compete with variety of hardware and software vendors Some of our competitors may have advantages over us due to their significant worldwide

presence longer operattng and ptoduct development history and substantially greater financial technical and marketing resources If competitors offer more favorable

payment terms and/or more favorable contractual implementation terms or guarantees we may need to lower prices or offer other favorable terms in order to compete
successfully Any such changes would

likely
reduce our margins

Our increased investment in the international maset could expose as to risks in addition to those enperienced in the United Slates

Our international revenues represented approximately $425 million $33.5 million and $38.4 million or 14% 13% and 17% respectively of our total revenues for our

20082007 and 2006 fiscal years respectively and we will continue to invest in expanding our international operations The global reach of our business could cause us

to be subject to unexpected uncontrollable and rapidly changing events and circumstances in addition to those experienced in domestic locations The following factors

among others present risks that could have an adverse impact on our business operating results and financial condition

weaker protection of intellectual property rights

an inability to replicate previous international revenues

currency controls and fluctuations in currency exchange rates and the potential inability to hedge the currency risk in some transactions because of

uncertainty or the inability to reasonably estimate our foreign exchange exposure

possible increased costs and development time to adapt our products to local markets

potential lack of experience in particular geographic market

legal regulatory social political labor or economic conditions in specific countiy or region including loss or modification of exemptions for taxes

and tariffs and import and export license requirements which may have negative impact on us

higher operating costs in many foreign countries

Anti-American sentiment due to the war in Iraq and other American
policies

that may be unpopular in certain regions and

Challenges of finding qualified personnel for our international operations
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Our products and services could be vulnerable to unauthorized access and hacking

Credit card issuers have promulgated credit card security guidelines as part of their ongoing effort to battle identity theft and credit card fraud We continue to work

with credit card issuers to assure that our products and services comply with the credit card associations security regulations and best practices applicable to our

products and services There can be no assurances however that our products and services are invulnerable to unauthorized access or hacking Additionally there can

be no guarantee that our customers will implement all of the credit card security features that we introduce or all of the protections and procedures required by the credit

card issuers or that our customers will establish and maintain appropriate levels of firewall protection and other security measures When there is unauthorized access

to credit card data that results in financial loss there is potential that parties could seek damages from us Additionally changes in the security guidelines coutd

require significant
and unanticipated development efforts

We may be subject to additional tax liabilities

We are subject to income and sales taxes in the United States and all of the other countries in which we conduct business Additionally we may be subject to certain

tariffs imposed by the World Trade Organization and other governing bodies designed to tax U.S imports Significant judgment is required in determining our

worldwide provision for income taxes This determination is highly complex and requires detailed analysis of the available information and applicable statutes and

regulatory materials In the ordinary course of our business there are many transactions and calculations where the ultimate tax determination is uncertain We are

regularly under audit by tax authorities Although we believe our tax estimates are reasonable the final determination of tax audits and any related litigation could be

materially different from our historical income tax provisions and accruals If we receive an adverse ruling during an audit or we unilaterally determine that we have

misinterpreted provisions of the myriad tax regulations to which we are subject there could be material effect on our income tax provision net income or cash flows

in the period or periods for which that determination is made

Our goodwill or amortizable intangible assets may become impaireL

If our goodwill or amortizable intangible assets become impaired we may be required to record non-cash charge to earnings Under GAAP we review our

amortizable intangible assets for impairment when events or changes in circumstances indicate the carrying value may not be recoverable Goodwill is required to be

tested for impairment at least annually Factors that may be considered change in circumstances indicating that the carrying value of our goodwill or amortizable

intangible assets may not be recoverable and therefore need to be reduced or written off altogether include decline in stock price and market capitalization reduced

future revenues cash flows or growth estimates failure to meet earnings forecasts and reduction in use or discontinuation of the purchased products If we determine

that an impairment has occurred we are required to record charge to earnings in our financial statements during the period in which any impairment of our goodwill

or amortizable intangible assets is determined This charge will correspondingly reduce our results of operations perhaps materially
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Risks Related to an Investment in Our Common Stock

Investment in our common stock involves risk and we do not expect to pay dividends on our common stock in the foreseeable futur

The market price for our common stock has in the past experienced substantial price volatility and such volatility may occur in the future The current global economic

downturn and negative market conditions throughout 2008 have contributed to significant decline in the market price of our common stock Our quarterly operating

results the results of other companies participating in the computer-based products and services industiy changes in conditions in the economy or the financial markets

of the computer products and services industries natural disasters or other developments affecting us or our competitors could cause the market price of our common
stock to fluctuate substantially In addition the stock market has experienced extreme price and volume fluctuations that have affected the market price of many
technology stocks and have often been unrelated or disproportionate to the operating performance of these companies For the foreseeable future it is expected that

earnings if any generated from our operations will be used to finance the growth of our business and that no dividends will be paid to holders of our common stock

Our executive officers own significant amount of our common stock and will be able to exercise significant influence on matters requiring shareholder approvaL

Our executive officers collectively owned approximately 15% of our outstanding common stock as of March 22009 Consequently together they continue to be able to

exert significant influence over the election of our directors the outcome of most corporate actions requiring shareholder approval and our business

Our Articles of incorporation contain anti-takeover provisions which could have the
effect of making it more difficult for thi rd pant to acquire control of us

Our amended and restated articles of incorporation authorize our board of directors to issue up to 5000000 shares of preferred stock and to fix the tights preferences

privileges and restrictions including voting rights of the prefeffed stock without further vote or action by our shareholders The rights of the holders of our common
stock will be subject to and may be adversely affected by the rights of the holders of any preferred stock that may be issued in the future While we have no present
intention to issue any shares of preferred stock such issuance while providing desired flexibility in connection with possible acquisitions and other corporate actions
could have the effect of making it more difficult for third party to acquire majority of our outstanding voting stock Forexample an issuance of prefrsrcd stock

could

adversely affect the voting power of the stockholders of our common stock

make it more difficult for third party to gain control of us

discourage bids for our common stock at premium

limit or eliminate any payments that the stockholdets of our common stock could expect to receive upon our liquidation or

otherwise adversely affect the market price of our common stock
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ITEM lB IJNRESOLVED STAFF COMMENTS

There are no unresolved written comments that were received from the SEC staff 180 days or more before the end of our 2008 fiscal year relating to our periodic or

current reports under the Exchange Act

ITEM PROPERTIES

The Company currently conducts its operations from IS locations and 18 different facilities With the exception of two properties all of our facilities are leased The

facilities consist of assembly/warehouse and sales/administrative offices totaling approximately 410000 square feet In addition the Company subleases approximately

120000 square feet at two facilities in Alpharetta Georgia The long-term leases on the Companys facilities expire at various dates through 2017 The Company also

has total of eight corporate apartment leases The apartments are located in Alpharetta GA Fresno CA Prague Czech Republic London UK Kent UK two in

Shanghai China and one in Singapore The leases expire on various dates through Februaiy 2010 The Company believes its facilities are adequate for its current needs

and does not anticipate any material difficulty in securing facilities for new space should the need arise See Liquidity and Capital Resources for summary of the

Companys lease obligations summary of our principal leased and owned properties that are currently in use is as follows

Location Description Area sq feet Lease Expiration

Alpharetta Georgia Office space 106631 January 2013

Aipharetta Gcorgia Assembly and warehouse 101570 January 201

Alpharetta Georgia Office space 73759 January2013

Fort Worth Texas Office space 66.882 July 2016

Alpharetta Georgia Office space 43715 December2010

Memphis Tcnncsscc Office space 28.792 December 2010

Salzburg Austria Office and warehouse space 383 December2017

Irvine California Office and warehouse space 18000 April 2013

Geelong Australia Office and warehouse space 650 Various thru February 2011

Adelaide Australia Office assembly and warehouse space 10721 March 2010

Huntington Beach California Office space 9706 February 2009

Alpharetta Georgia Warehouse 9600 April 2011

Prague Czech Republic Office space 8216 January 2009

Kent United Kingdom Office space 3757 Owned

Aurora Colorado Office space 2356 June 2013

San Francisco California Office space 2265 February 2009

Madrid Spain Office space 1500 March 2010

Singapore Office space 1399 April 2010

Shanghai China Office space 1251 April2010

Melbourne Australia Office space 1130 N/A 50% owned

Syracuse New York Office space 897 July2009

The Company is subleasing 100% of this facility The sublease expires concurrent with the Companys primary lease agreement in January 2013

The Company is subleasing 100% of this facility The sublease expires concurrent with the Companys primary lease agreement in December 2010

The Company has total of three leased facilities in Geelong Australia Certain leases expire on various dates through February 2011 while others are on

month-to-month basis

The Companys 50% share of this facility was sold during the first quarter of 2009

ITEM LEGAL PROCEEDINGS

There are no material pending legal proceedings to which the Company is party or of which any of its properties are the subject nor are there material proceedings

known to the Company to be contemplated by any governmental authority There are no material proceedings known to the Company pending or contemplated in

which any director officer or affiliate or any principal security holder of the Company or any associate of any of the foregoing is party or has an interest adverse to

the Company

ITEM SUBMISSION OF MATTERS TO VOTE OF SECURITY HOLDERS

The information contained in Item of the Companys quarterly report on Form 10-Q for the fiscal quarter ended September 30 2008 is incorporated herein by

reference
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PART II

ITEM MARKET FOR REGISTRANTS COMMON EOUITY RELATED STOCKHOLDER MATTERS AND ISSIJER PURCHASES OF EOLJITY
SECURITIES

The Companys common stock is traded on The NASDAQ Stock Market under the symbol RADS The following table sets forth the high and low closing sales

prices of our common stock for the periods indicated as reported by The NASDAQ Stock Market

Year ended December 312007
HIgh Low

Second Quarter 13.98 12.40

65J I16
Fourth Quarter 17.95 14.26

As of March 2009 there were 126 holders of record of the Companys common stock The closing price for the stock on this date was 2.99 Management of the

Company believes that these are in excess of 7600 beneficial holders of its common stock

Performance Graph

The following graph compares the performance of Radiants common stock th the performance of the NASDAQ Stock Market odes and the NASDAQ Compster
and Data Processing Stock Index for five year period by measunng the cbanges in common stock psices from December 31 2003 to December 312008

NASOAQCosupnatse

CMPARISOP4 OF YEAR CIJMUtATSVE rorAL RETURN
Anuo Radiaii $sireoa The $ASDAQ Cuuipostlr tndex

And mc NASDAQ .ompacr Data IoceaaMg mdcs

NASIJAC Csmpu4cr fle1 Processrng

Year ended December 31 2008

Second Quarter

Fourth Quarter

High Lowrs 1Z4
14.31 10.73

8.36 3.05

40

so

tOd4L5 SitI IflC

5100 incaeed on 12/3 I03 in Ieck or

rctnveatnsmse of divdends
Fiwtd year ensIin Decamber 31
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Dividends

The Company currently anticipates that all of its earnings will be retained for development of the Companys business and does not anticipate paying any cash

dividends in the foreseeable future Future cash dividends if any will be at the discretion of the Companys Board of Directors and will depend upon among other

things the Companys future earnings operations capital requirements and surplus general financial condition contractual restrictions and such other factors as the

Board of Directors may deem relevant

As part of the debt covenants with Wells Fargo Foothills Inc the Company was prohibited from paying any future dividends without first obtaining consent from this

lender The Company refinanced its credit agreement with Wells Fargo in January 2008 and executed new credit agreement with iF Morgan Chase Bank N.A the

JPM Credit Agreement The JPM Credit Agreement contains limitations on the Companys ability to declare and pay cash dividends Further explanation of this

agreement is presented in Note of the consolidated fmancial statements

Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information for all equity compensation plans as of the fiscal year ended December 31 2008 under which the equity securities of the

Company were authorized for issuance

Weighted-Average

Exercise Price of

Outstanding Options

Warrants and

Riuhts

Number of Securities

Remaining Available

for Future issuance

Under Equity

Comnensalion Plans

Purchases of Common Stock

In the fourth quarter of 2007 the Board of Directors of the Company authorized re-commencement of the Companys stock repurchase program authorizing the

repurchase of up to 1.0 million shares of its common stock at price not to exceed $25.00 per share through November 2009 No such purchases were made during

2008

lh h........i
per share data

Number of Securities

to be Issued Upon Exercise

of Outstanding Options

n.I Rlht

Total

Equity Compensation Plans

Approved by Shareholders

1995 Stock Option Plan 3872 9.75

1997 Non-Management Directors Stock Option Plan 243 10.18

1998 Employee Stock Purchase Plan 963

2005 Long-Term Incentive Plan 2244 12.28 1910

Not approved by shareholders

6359 10.66 2873
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ITEM SELECTED FINANCIAL DATA

The following table sets forth selected consolidated fmancial data of the Company for each of its five most recent fiscal years which have been derived from the

consolidated financial statements of the Company The financial data as of and for the year ended December 31 2004 include Radiants acquisition of Aloha

Technologies and certain affiliated entities collectively Aloha which took place in January 2004 The financial data as of and for the year ended December31 2005

includes Radiants acquisition of MenuLink which took place in October 2005 The financial data as of and for the year ended December 31 2006 includes Radiants

acquisition of Synchronics which took place in January 2006 The financial data as of and for the year ended December 31 2008 includes Radiants acquisition of

Quest Hospitality EPoS Jadeon and Ordcrman which took place in January 2008 April 2008 May2008 and July 2008 respectively See Note to the consolidated

financial statements for further explanation regarding these acquisitions This selected consolidated financial data should be read in conjunction with Managements
Discussion and Analysis of Financial Condition and Results of Operations and the consolidated fmancial statements of the Company and the notes thereto included

elsewhere herein in thousands except per share data

2008 2007 2006 2005 2004

Statement of Operadons Data

Rcvcnucs
301576 253198 222310 172042 134874

Cost of mvatues 172514 141061 124.45 102292 75918

Gross
profit 129062 12137 97859 69750 58956

fncumeftiisaontfnuingoperationsI 11028 11843 18357 5562 1475

Income from discontinued Lntcrprisc business net 2713

Ndints$ .1

1128 11.84i 18it

Income per share from continuing operations

HasiiaóMtpcrsls o.ns 0.38 0591 04W$ 005

Dilutedincomepcrshsre 0.33 0.36 0.56 0.18 0.05

NSb4eperre
Basicincomepcrsbazc 034 038 0.59 0.19 0.15

Ddtaedhatomcptrsbare 1.33 le$ 0.18 0.14

Drceeter 31

2111 2007 2006 2105 2004

RaIsznea$bott Data

Workingcapital 41578 51720 29656 22822 19186

Total aWls 303542 22j95t lS5 442505 129J54

Long-term debt mcludingcurtvnt portion 98466 20467 34194 18.383 18553

Sbatholdtxs equity l40i3l 1419% 11591 .J. 84A33 13307

Fiscal year ended December 312006 includes an income tax benefit of approximately $10.3 million See Note 10 in the notes to the consolidated financial

statements and Managements Discussion and Analysis of Financial Condition and Results of Operations
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ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Introduction

Managements Discussion and Analysis MDA is intended to facilitate an understanding of Radiants business and results of operations This MDA should be

read in conjunction with Radiants consolidated financial statements and the accompanying notes to consolidated financial statements included elsewhere in this report

MDA consists of the following sections

Overview summasy of Radiants business financial performance and opportunities

Results of Operations discussion of operating results

Liquidity and Capital Resources An analysis of cash flows sources and uses of cash contractual obligations and fmancial position

Critical Accounting Policies and Procedures discussion of critical accounting policies
that require the exercise ofjudgments and estimates

Recent Accounting Pronouncements summary of recent accounting pronouncements and the effects on the Company

Overview

We are leading provider of technology focused on the development installation and delivery of solutions for managing site operations of hospitality and retail

businesses Our point-of-sale and back-office technology is designed to enable businesses to deliver exceptional customer service while improving profitability We

offer full range of products and services that are tailored to specific hospitality
and retail market needs including hardware software professional services and

electronic payment processing The Company offers best-of-breed solutions designed for ease of integration in managing site operations thus enabling operators to

improve customer service while reducing costs We believe our approach to site operations is unique in that our product solutions provide enterprise visibility and

control at the site field and headquarters levels

The Company manages its business in two reportable segments Hospitality which includes the former Entertainment segment and the recently acquired busmesses

of Orderman GmbH Jadeon Hospitality EPoS Systems and Quest Retail Technology and ii Retail which is comprised of the former Petroleum and Convenience

Retail segment and the Synchronics business Each segment focuses on delivering site management systems including point-of-sale self-service kiosk and

back-office systems designed specifically for each of the core vertical markets

Radiants financial performance during 2008 was positively impacted by strategic decisions designed to generate future revenue and operating income growth The

most significant factors that affected Radiants results of operations and financial condition during 2008 were growth within our Hospitality segment through our direct

sales channel growth within our Retail segment through our indirect sales channel additional transaction fee revenues resulting from our new electronic payment

processing business and market penetration of the products acquired in the Quest Retail Technology transaction brief summary of this and other recent acquisitions is

noted below and is followed by discussion of our new electronic payment processing business

Acquisition of Orderman

On July 2008 the Company acquired Orderman GmbH Orderman one of the leading manufacturers of wireless handheld ordering and payment devices for the

hospitality industry Headquartered in Salzburg Austria Ordemian has provided innovative mobile solutions since 1994 Orderman distributes its solutions through

reseller network of more than 600 partners that have deployed approximately 50000 handheld devices predominately in Europe The acquisition enables Radiant to

accelerate the adoption of mobile devices in the global hospitality sector The total purchase price was approximately $33.0 million The acquisition of Orderman was

dilutive to 2008 earnings as adjusted to exclude amortization of intangible assets The operations of the Orderman business have been included in our consolidated

results of operations and financial position from the date of acquisition The results of these operations are reported under the Hospitality segment

Acquisition of Jadeon

On May 12008 Radiant acquired substantially all of the assets of Jadeon Inc Jadeon one of the Companys resellers in California Headquartered in Irvirejust

outside Los Angeles Jadeon has been delivering and supporting Radiants hospitality point-of-sale solutions since 2001 Jadeon offers full range of technology

systems and implementation and support services throughout the West coast The acquisition enables Radiant to strengthen its service capabilities and relationships with

key accounts Jadeon also serves as platform for Radiant to strengthen its West coast market presence specifically in the Los Angeles and San Francisco markets

allowing better penetration in the largest market in North America The total purchase price was approximately $7.0 million The operations of the Jadeon business have

been included in our consolidated results of operations and financial position from the date of acquisition The results of these operations are reported under the

Hospitality segment
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Acquisition of Hospitality EPoS Systems

On April 2008 the Company acquired Hospitality EPoS Systems Ltd Hospitality EP0S leading technology supplier to the U.K
hospitality market since 1992

Headquartered in Kent England just outside London Hospitality EPoS provided substantial
capabilities for sales implementation and support services and represented

Radiants suite of hospitality products including Aloha point-of-sale software Enterpnse.com above-store reporting gift card and loyalty programs MenuLink
back-office and Radiant hardware The total purchase price was approximately $6.1 million The operations of the Hospitality EPoS business have been included in our
consolidated results of operations and financial position from the date of acquisition The results of these operations are reported under the Hospitality segment

Acquisition of Quest Retail Technology

On January 2008 the Company acquired Quest Retail Technology Quest privately held company based in Adelaide Australia Quest is global provider of

point-of-sale and back office solutions to stadiums arenas convention centers race courses theme parks and various other industries The total purchase price was
approximately $53.4 million The operations of the Quest business have been included in our consolidated results of operations and financial position from the date of

acquisition The results of these operations are reported under the Hospitality segment

Acquisition of Synchronics

On January 32006 the Company acquired substantially all of the assets of Synchronics Inc Synchronics supplier of business management and point-of-sale
software for the specialty retail industry Total consideration was approximately $26.8 million and consisted of approximately $19.5 million in cash and 605135 shares
of restricted common stock with value of 2.05 per share in accordance with EITF 99-12 Determination of the Measurement Date for the Market P-ice ofAcquirer
Securities Issued in Purchase Business Combination The cash portion of the purchase price was paid on the date of closing The operations of the Synchronics
business have been included in the Companys consolidated results of operations from the date of acquisition The results of these operations are reported under the

Retail segment

Launch of Radiant Payment Services

Radiant expanded its business services in 2008 with the launch of Radiant Payment Services RIS business aimed at selling and servicing electronic payment
processing RPS enhances Radiants current solutions by providing an integrated turnkey payment processing solution for wide variety of payment methods including
credit debit and gift card payments The objective of RIS is to raise the level of custoner service that is provided to business owners and operators by providing

cosqctitive and transparent pricing increased accountability from single vendor and the highest level of security br customer data and credit card transactions

To the extent that we believe acquisitioiis joint ventures or new businesses can position us to better to serve our current segments we will continue to purvue such

opportunities in the fiflTure
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Results of Operations

The following table sets forth for the periods indicated the percentage relationship of certain statement of operations items to total revenues

Year ended December 31

Revenues

Systems

Maintenance spbscripti 4SIàn$rvices
Professional services

_________

Total revenues _______

Cost of revenues

S$ten1s4

Maintenance subscription and transaction services

rrcOMS sUr
Total cost of revenues ________

// SStflKk

Operating expenses

Salea and marketing

4IOWaSSitr .auur
Amortization of intangible assets

Other charges net
_________tt49s

Income from operations

standtherexpeM set MiRSM _____

Income from operations before income tax provision

Net income

2008 2007 2006

ak ra
51.6% 57.1% 58.3%

12.3 10.4 9.9

ir pr fli

ark 303 301
20.8 17.5 17.5

T9a4j sr
57.2 55.6 56.0ir aTt\ p428 440

Zt 98

12.1 11.4 11.9

euur air IA

2.6 1.7 3.7

hA
0.5 0.7

ia
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Lö L3
5.7 8.2 3.7

3.7% 4.7% 8.3%
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Year ended December 31 2008 compared to year ended December 31 2007

The Company earned net income of $0.33 per diluted common share in 2008 compared with $0.36 per diluted common share in 2007 In addition the Companys
revenues increased during the year ended December 31 2008 by $48.4 million or 19% compared to the year ended December 31 2007 The increase in revenue was
primarily due to the acquisitions completed in 2008 in addition to new contracts within our direct channel in our Hospitality segment and new contracts within our

indirect channel in our Retail segment In addition continued market penetration of the products previously acquired through acquisitions and transaction fee revenue

resulting from our new electronic payment processing business contributed to the increase

Systems The Company derives the majority of its revenues from sales and licensing fees for its point-of-sale hardware and software site management software

solutions and peripherals Systems revenue for 2008 was $155.6 million compared to $144.6 million in 2007 an increase of $11.0 million or 8% The year over year

increase is primarily due to the additional revenues resulting from the acquisitions of Orderman Quest Hospitality EPoS and Jadeon and the continued expansion of

direct sales in the Hospitality segment The increase from 2007 to 2008 was partially offset by decrease in our Retail business segment

Maintenance subscription and transaction services The Company derives revenues from maintenance subscription and transaction services including hardware

maintenance software support and maintenance hosting services and credit card transaction services The majority of these revenues are derived from support and

maintenance which is structured on renewable basis and is directly attributable to the base of installed sites Close to 100% of all subscription maintenance and

support contracts are renewed annually Revenues from maintenance subscription and transaction services increased by $26.7 million or 33% from 2007 to $108.9

million in 2008 The increase is primarily due to the additional revenues generated in both software and hardware support and maintenance resulting from increased

systems sales in 2008 additional revenues resulting from our electronic payment processing business and additional revenues resulting from the acquisitions of Quest
and Jadeon The Company believes separate disclosure of the maintenance subscription and transaction services revenue and the associated costs is meaningfiil to

investors and provides an important measure of the Companys business performance Previously reported amounts have been recast to conform to the current year

presentation and have no impact on previously reported total revenues total cost of revenues or net income

ProfessiowJ services The Company also derives revenues from professional services such as consulting training custom software development and system

installations Revenues fium professional services increased by $10.6 million or 40% from 2007 to $37.0 million in 2008 The increase is primarily due to the

additional revenues resulting from the acquisitions of Quest and Jadeon the continued expansion of direct sales in the Hospitality segment and the continued growth of

new site installations in our hospitality markets

Systems gross profit Cost of systems consists primarily of hardware and peripherals for site-based systems and amortization of capitalized labor costs for internally

developed software All costs other than capitalized software development costs are expensed as products are shipped while capitalized software development costs

are amortized to expense on straight-line basis over the estimated useful life of the software Systems gross profit increased during 2008 by $4.6 million or 7% to

$72.7 million while the gross margin percentage remained constant at 47% in 2008 compared to 2007 We expect our systems gross profit percentage for 2009 to be

comparable with 2008

Maintenawce subscrpvion and mzn.caction senices gross profit Cost of maintenance subscription and transaction services consists primarily of personnel and other

costs to provide suppost and maintenance services hosting services and credit card transaetion services The gross profit on maratenance subscription and transaction

services revenue increased during 2008 by $8.5 million or 22% to $46.3 million while the gross margin percentage decreased by three points to 43% for 2008

compared to 2007 The decrease in the gross margin percentage is primarily the result of decrease in our hardware maintenance margin Specifically the Jadeon

business has lower margin on hardware maintenance than Radiant but we expect to be able to increase these margins as we continue our integration of Jadeon into

our core business We also expect our maintenance subscription and transaction services gross profit percentage fr 2009 to increase based on anticipated growth in our
electronic payment processing business which has higher margin than other components of our maintenance and subscription revenues

ProfexsionalservicfsgosspsvJjl Cost of profrssional services consists primarily of personnel costs for consulting training custom software development and

installation services The gross profit on professional services revenue increased during 2008 by $3.9 million or 62% to $10.1 million while the gross margin

percentage increased by four points to 27% for 2008 compared to 2007 The increase in the gross margin percentage is the result of continued focus on improving

margins within our consulting and custom devdopinent services through better utilization of personnel The Company expects our professional services gross profit

percentage for 2009 to increase compared to 2008 based on cost efficiencies gained as result of our restructuring efforts

Segment revenues Total revenues in the Hospitality business segment were $225.0 million in 2008 compared to $170.5 million in 2007 an increase of $54.5 million
or 32% The increase is primarily due to the additional revenues resulting from the acquisitions of Orderman Quest Hospitality EPoS and Jadeon and an increase

within our direct sales channel

Total revenues in the Retail business segment were $73.1 million in 2008 compared to $80.5 million in 2007 decrease of $7.5 million or 9% The decrease is

primarily attributable to economic flsctors that have resulted in decrease in demand by convenience store operators This decrease was partially offset by an increase in

revenues within our indirect sales channel

Segment net income before allocation of central costs The Company measures segment profit based on net income before the allocation of certain central costs For

the year ended December 31 2008 total net income before allocation of central costs in the Hospitality business segment increased by $1.2 million or 3% compared to

the same period in 2007 The increase from 2007 is primarily due to the profitability driven by the acquisition of Quest and additional revenue and profits in our food

service operating unit This increase was partially offset by an expected decrease in our entertainment operating unit and net loss in our Orderman business

For the year ended December 312008 total net income before allocation of central costs in the Retail business segment decreased by $6.5 million or 38% compared
to the same period in 2007 The decrease from 2007 is primarily the result of reduction in revenue from the Retail business segment specifically our petroleum and

convenience store operating unit and decrease in gross profit due to changes in product mix
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Total operating expenses Total operating expenses for 2008 increased by $17.9 million or 20% as compared to 2007 Total operating expenses as percentage of

total revenues were 35% in 2008 and 2007 The components of operating expenses are discussed below

Product development expenses Product development expenses consist primarily of wages and materials expended on product development efforts

excluding any development expenses related to associated revenues which are included in costs of customer support maintenance and other services

Product development expenses increased during 2008 by $1.4 million or 6% compared to 2007 primarily due to the additional expense struture

assumed by the acquisitions made during the year Product development expense as percentage of total revenue was 8% and 9% in 2008 and 2007

respectively

Sales and marketing expenses Sales and marketing expenses increased by $7.5 million or 26% compared to 2007 This increase is primarily

related to the incremental sales and marketing expenses resulting from the acquisitions of Orderman Quest Hospitality EPoS and Jadeon and the

hiring of additional personnel to manage and support our sales growth Sales and marketing expenses as percentage of total revenue were 12% and

11% in 2008 and 2007 respectively

Depreciation offixed assets and amortization of intangible assets Depreciation and amortization expense increased by $4.1 million or 49% in

2008 as compared to 2007 The increase from 2007 is directly related to the amortization of certain intangible assets related to the acquisitions of

Orderman Quest Hospitality EPoS and Jadeon as well as additional depreciation expense resulting from the growth in our fixed assets

Depreciation and amortization expenses as percentage of revenues were 4% and 3% during 2008 and 2007 respectively

General and administrative expenses General and administrative expenses increased by $3.3 million or 12% as compared to 2007 The increase

from 2007 is primarily due to the additional expense structure assumed by the acquisitions made during the year General and administrative

expenses as percentage of total revenue were 10% and 11% in 2008 and 2007 respectively

Other charges and income net The amounts contained under this heading are non-recurring in nature and as such it is not practical to compare

amounts between the current period and previous periods However description of the items which comprise these amounts follows See Note to

the consolidated financial statements for further discussion of these items

During the fourth quarter of 2008 the Company recorded an impairment charge of$l.0 million related to the write down of capitalized software product and

charge of $0.4 million related to severance payments and the restructuring of the organization These charges were offset by gain of $1.4 million on the sale of land

near its corporate headquarters

During the third quarter of 2008 the Company recorded restructuring charge of $2.1 million related to amending sublease agreement on facility
in Alpharetta

Georgia

During the second quarter of 2008 the Company recorded gain of approximately $0.5 million as result of entering into forward exchange contract in preparation

for the acquisition of Orderman

During the first quarter of 2008 the Company recorded gain of approximately $0.3 million as result of entering into forward exchange contract in preparation

for the acquisition of Quest This gain was offset by approximately $0.4 million in debt cost write-offs and penalties associated with early termination of credit

agreement as described in Note to the consolidated financial statements

During 2007 the Company recorded gain of $0.8 million as result of entering into forward exchange contract in preparation for the acquisition of Quest In

addition the Company recorded one-time expense of $1.2 million to write off accumulated transaction costs for multiple corporate development activities that we

elected not to pursue

During 2006 Radiant relocated its offices in Bedford Texas to facility in Fort Worth Texas The Company was contractually liable for the lease payments on the

abandoned Bedford facility through September 2007 lease expiration In accordance with Statement of Financial Accounting Standards No 146 AccountiFlg for

Costs Associated with Exit or Disposal Activities SFAS 146 the Company recorded lease restructuring charge based on the fair value of the remaining lease

payments and estimated maintenance costs at the abandonment date The restructuring charges were attributable to the Companys Hospitality business segment The

abandomnent of the Bedford facility resulted in restructuring charge of $1.4 million in 2006 which consisted of the fair value of the remaining lease liability and

ongoing maintenance costs During 2007 the Company updated its restructuring reserve analysis and reduced the reserve by $0.1 million as the initial assum2tion

regarding ongoing maintenance costs changed

In 2005 Radiant decided to consolidate certain facilities located in Alpharetta Georgia in order to reduce future operating costs This resulted in the abandonment of

one facility which formerly housed the Companys customer support call center The restructuring charges were not attributable to any of the Companys reportable

segments In accordance with SFAS 146 the Company recorded lease restructuring charge based on the fair value of the remaining lease payments at the

abandonment date less the estimated sublease rentals that could reasonably be obtained from the property This consolidation resulted in restructuring charge of

$1.5 million in 2005 which consisted of$l.2 million for facility consolidations and $0.3 million of fixed asset write-offs associated with the facility consolidation

The Company updated its restructuring reserve analysis in 2007 and reduced the reserve by $0.2 million as the initial assumption regarding the ability to sublease the

facility changed As of December 31 2008 the Company had accrued $1.6 million related to these lease commitments

Interest income and expense The Companys interest expense includes interest expense incurred on its long-term debt and capital lease obligations Interest income is

derived from the investment of our cash and cash equivalents Net interest expense increased from $2.4 million in 2007 to $4.9 million in 2008 This increase is directly

attributable to the debt assumed when the Company entered into the JPM Credit Agreement and additional borrowings were obtained on its revolving loan during 2008

to finance the acquisitions of Orderman Quest Hospitality EPoS and Jadeon as further described in Notes and to the consolidated financial statements

Provision for income taxes The Companys effective income tax rate was 35.4% in 2008 42.7% in 2007 and 127.9% in 2006 See Note 10 of the consolidai

financial statements for additional discussion of income taxes
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Year ended December 31 2007 compared to year ended December 31 2006

Radiant had net income from continuing operations of $0.36 per diluted common share in 2007 compared with net income from continuing operations of $0.56 per

diluted common share in 2006 which includes $0.32 per diluted common share tax benefit In addition the Companys revenues increased during the year ended

December 31 2007 by $30.9 million or 14% compared to the year ended December 31 2006 These increases excluding the tax benefits were primarily due to new
contracts that were signed and executed within our direct channels in both our Hospitality and Retail segments In addition continued market penetration and Radiants

investment in the products acquired through acquisitions and increased use of our reseller channel for additional sales contributed to these increases

Systems The Company derives the majority of its revenues from sales and licensing fees for its
point-of-sale hardware and software site management software

solutions and peripherals Systems revenue for 2007 was $144.6 million compared to $129.6 million in 2006 an increase of $15.0 million or 12% The year over year

increase was primarily due to continued growth and continued market penetration of the products acquired in acquisitions the continued expansion of direct sales in the

Hospitality segment increased use of the reseller market for both our segments and the continued success of selling our hardware products into our hospitality markets

Maintenance subscription and transaction services The Company derives revenues from maintenance subscription and transaction services including hardware

maintenance software support and maintenance hosting services and credit card transaction services The majority of these revenues are from support and

maintenance which was structured on an annually renewable basis and was directly attributable to the base of installed sites Revenues from maintenance subscription

and transaction services increased by $1 I.6 million or 16% from 2006 to $82.2 million in 2007 The increase was primarily due to the additional revenues generated in

both software and hardware support and maintenance resulting from increased software and hardware sales in 2007 and the increase in revenues generated from the

Companys subscription products due to continued marketing efforts around this product line The Company believes separate disclosure of the maintenance

subscription and transaction services revenue and the associated direct costs is meaningful to investors and provides an important measure of the Companys business

performance Previously reported amounts have been recast to conform to the current year presentation and have no impact on previously reported total revenues total

cost of revenues or net income

Professional services The Company also derives revenues from professional services such as consulting training custom software development and system

installations Revenues from professional services increased by $4.4 million or 20% from 2006 to $26.4 million in 2007 The increase was primarily due to the

continued expansion of direct sales in the Hospitality segment and the continued growth of new site installations in our hospitality markets

Systems gross profit Cost of systems consists primarily of hardware and peripherals for site-based systems and amortization of capitalized labor costs for
internally

developed software All costs other than capitalized software development costs are expensed as products are shippe4 while capitalized software develcpnat costs

are amortized to expense on straight-line basis over the estimated useflil life of the software Systems gross profit increased during 2007 by $6.7 million or 11%
while the gross margin percentage remained constant at 47% in 2007 and 2006

Maintenance siibscæption and transaction services gross profit -- Cost of maintenance subscription and transaction services consists primarily of personnel and other

costs to provide sippost and maintenance services hosting services and credit card transaction services The grass profit on maintenance subscription and transaction

service revenue increased during 2007 by $6.1 million or 19% while the gross margin percentage remained relatively consistent year over year increasing by one point

to 46% for 2007 compared to 2006

Professional services gross profit- Cost of professional services consists primarily of personnel costs for consulting training custom software development and
installation services The gross profit on professional service revenue increased during 2007 by $1.5 million or 30% while gross margin percentage increased by
points to 24% for 2007 compared to 2006 The increase in the gross margin percentage was the result of continued focus on improving margins within our consulting

and custom development services through better utilization of personnel

Segment revenues Total revenues in the Hospitality business segment were $170.5 million in 2007 compared to $141.2 million in 2006 an increase of $29.3 million

or 21% The year over year increase was primarily due to continued market penetration of the MenuLink product line and continued volume growth within direct sales

and the rescUer channel

Total revenues in the Retail business segment were $80.5 million in 2007 compared to $78.5 million in 2006 an increase of $2 million or 3% The majority of the

increase from 2006 was the result of continued market penetration of the products acquired in the Synchronics transaction

Segment net income before allocation of central costs The Company measures segment profit based on net income before the allocation of certain central costs For

the year ended December 312007 total net income before allocation of central costs in the Hospitality business segment increased by $15.0 million or 73% compared
to the same period in 2006 This increase was primarily due to continued market penetration of the products acquired in the MenuLink transaction reduction in

amortization expense related to intangible assets compared to 2006 and our ability to better leverage the operating costs of the segment

For the year ended December 31 2007 total net income before allocation of central costs in the Retail business segment increased by $5.0 million or 41% compared to

the same period in 2006 This increase was primarily due to continued market penetration of the Synchronics product line and our ability to better leverage the operating

costs of the segment
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Total operating expenses Total operating expenses for 2007 increased by $2.1 million or 2% as compared to 2006 Total operating expenses as percentage of total

revenues were 35% in 2007 compared to 39% in 2006 The components of operating expenses are discussed below

Product development expenses Product development expenses consist primarily of wages and materials expended on product development efforts

excluding any development expenses related to associated revenues which are included in costs of customer support maintenance and other rervices

Product development expenses increased during 2007 by $1.7 million or 8% compared to 2006 primarily due to higher level of investments in our

products to ensure future growth Product development expense as percentage of total revenue was 9% and 10% in 2007 and 2006 respectively

Sales and marketing expenses Sales and marketing expenses increased by $2.5 million or 9% compared to 2006 primarily due to additional

revenues generated year over year and the internal and external sales commissions associated with such sales an increase in trade show participation

during 2007 and an increase of $0.2 million in additional costs due to the expensing of employee stock options Sales and marketing expenses as

percentage of total revenue were 11% and 12% in 2007 and 2006 respectively

Depreciation offered assets and amortization of intangible assets Depreciation and amortization expense decreased to $8.4 million or 28% in

2007 as compared to $11.7 million in 2006 primarily due to the completion of amortization of certain intangibles related to the acquisition of Aloha

Technologies Inc

General and administrative expenses General and administrative expenses increased by $2.8 million or 11% compared to 2006 The incrase was

primarily due to additional investments in general and administrative areas to accommodate the growth of the business throughout 2007 and one-time

accounting and legal projects that occurred during 2007 In addition we increased our reserves during 2007 as they relate to our legal expense

accrual and
potential management bonuses due to results that were above our expectations General and administrative expenses as percentage of

total revenue were 11% in 2007 and 2006

Other charges and income net During 2007 the Company recorded gain of $0.8 million as result of entering into forward exchange contract

in preparation for the acquisition of Quest In addition the Company recorded one-time expense of $1.2 million to write off accumulated

transaction costs for multiple corporate development activities that we elected not to pursue

During 2006 Radiant relocated its offices in Bedford Texas to facility in Fort Worth Texas The Company was contractually liable for the lease payments on the

abandoned Bedford facility through September 2007 lease expiration In accordance with Statement of Financial Accounting Standards No 146 Accountng for

Costs Associated with Exit or Disposal Activities SFAS 146 the Company recorded lease restructuring charge based on the fair value of the remaining lease

payments and estimated maintenance costs at the abandonment date The restructuring charges were attributable to the Companys Hospitality business segment The

abandonment of the Bedford facility resulted in restructuring charge of $1.4 million in 2006 which consisted of the fair value of the remaining lease liability and

ongoing maintenance costs During 2007 the Company updated its restructuring reserve analysis and reduced the reserve by $0.1 million as the initial assumption

regarding ongoing maintenance costs changed

In 2005 Radiant decided to consolidate certain facilities located in Alpharetta Georgia in order to reduce future operating costs This resulted in the abandonment of

one facility which formerly housed the Companys customer support call center The restructuring charges were not attributable to any of the Companys reportable

segments In accordance with SFAS 146 the Company recorded lease restructuring charge based on the fair value of the remaining lease payments at the

abandonment date less the estimated sublease rentals that could reasonably be obtained from the property This consolidation resulted in restructuring charge of

$1.5 million in 2005 which consisted of $1.2 million for facility consolidations and $0.3 million of fixed asset write-offs associated with the facility consolidation

The Company updated its restructuring reserve analysis in 2007 and reduced the reserve by $0.2 million as the initial assumption regarding the ability to sublease the

facility changed As of December 312007 the Company had $0.5 million related to the lease commitments See Note

Interest income and expense The Companys interest income is derived from the investment of its cash and cash equivalents and remained flat in 2007 compared to

2006 The Companys interest expense includes interest expense incurred on its long-term debt and capital lease obligations Interest expense decreased from $3.0

million in 2006 to $2.4 million in 2007 This decrease was the result of the Company utilizing excess cash generated from operating cash flow to reduce short-term

borrowings planned principal payments on long-term debt and reduction in the prime rate

Provision for income taxes The Companys effective income tax rate was 42.7% in 2007 127.9% in 2006 and 15.9% in 2005 As result of the release of the

valuation allowance in 2006 the Companys effective tax rate fluctuated during the 2007 fiscal year as compared to 2006 and 2005 See Note 10 of the consolidated

financial statements for additional discussion of income taxes
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Liquidity and Capital Resources

Prior to January 2008 the Company had senior secured credit facility with Wells Fargo Foothill Inc the WFF Credit Agreement The WFF Credit Agreement
provided for extensions of credit upon satisfaction of certain conditions in the form of revolving loans in an aggregate principal amount of up to $15 million and term

loan facility in an aggregate principal amount of up to $31 million The revolving loan amount available to the Company was derived from monthly borrowing base

calculation using the Companys various accounts receivable balances The amount derived from this borrowing base calculation was further reduced by the total

amount of letters of credit outstanding Loans under the WFF Credit Agreement bore interest at Radiants option at either the London Interbank Offering Rate

LIBOR plus two and one half percent or at the prime rate of Wells Fargo Bank N.A

The WFF Credit Agreement was scheduled to expire on March 31 2010 however it was refinanced in January 2008 upon the execution of the credit agreement with

JPMorgan Chase Bank NA as arranger and JPMorgan Chase Bank N.A SunTrust Bank Bank of America Guaranty Bank and Wachovia Bank as lenders

the JPM Credit Agreement The JPM Credit Agreement provides for extensions of credit upon satisfaction of certain conditions in the form of revolving loans in

an aggregate principal amount of up to $80 million and term loan facility in an aggregate principal amount of up to $30 million An amendment to the JPM Credit

Agreement was signed in July 2008 whereby the Company has the right to increase its revolving credit commitment by up to $25 million subject to the terms and

conditions set forth in the JPM Credit Agreement As of December 31 2008 aggregate borrowings under this
facility totaled $98.0 million comprised of $72.0 million

in revolving loans and $26.0 million in term loan facility borrowings As of December 31 2008 revolving loan borrowings available to the Company were equal to

$8.0 million

The JPM Credit Agreement is guaranteed by the Company and its subsidiaries and is secured by the assets of the Company and its subsidiaries The maturity date of the

JPM Credit Agreement is Januaty 22013 Interest accrues on amounts outstanding under the loan facility at the Companys option of either LIBOR plus margin

ranging between 1.25% and 2.00% based upon the Companys consotidated leverage ratio as defined or the higher of the administrative agents prime rate or

one-half of one percent over the federal funds effective rate plus margin ranging between 0.25% and 1.00% based on the Companys consolidated leverage ratio as

defined The JPM Credit Agreement contains certain customary representations and wamsnties from the Company In addition the JPM Credit Agreement contains

certain financial and non-financial covenants with which the Company was in compliance as of December 312008 Further explanation of this agreement is presented

in Note to the consolidated financial statements

The Companys working capital decreased by approximately $10.1 million or 19% to $41.6 million at December31 2008 as compared to $51.7 million at

December 31 2007 This decrease was attributable to the fact that working capital was utilized to help finance the acquisitions of Oniesman Quest Hospitality EPoS
and Jadeon all of which closed during 2008 The Company has historically funded its business through cash generated by operations

Cash provided by operating activities for 2008 was approximately $17.2 nullion Cash from operations in 2008 was mainly generated throngh income from perations
adjusted to exclude the eflbct of non-cash charges including depreciation amortization stock-based compensation and other ineome and charges In addition the

Company received significant amounts of cash for calendar year support and maintenance which has been deferred The cash received from support and maintenance

was offset by the fact that the Company did not purehase the related receivables of Quest in conjunction with the acquisition completed during the first quarter of 2008
see Note to the consolidated financial Statements The increase in accounts receivables and inventory balances of approximately $23 million during 2008 was due to

normal year over year fluctuations and the growth of the business both organic and acquisition-related as reflected in the year over year revenue increase The decrease

in accounts payable and accrued expenses was due to normal year over year fluctuations and the timing of payments completed during the fourth quarter to reduce

various payables and accruals linear-term demand for the Companys products weakens or if significant anticipated sales in any quarter do nt close when expected

the availability of funds from operations may be adversely aflbcted

Cash provided by operating activities for 2007 was approximately $25.2 million Cash from operations in 2007 was mainly generated through income flum operations

adjusted to exclude the effect of non-cash charges including depreciation amortization and stock-based compensation These increases in cash were oflet by an

increase in accounts receivable and inventory balances The increase in receivables was due to normal year over year fluctuations and the growth of the business both

organic and acquisition-related as reflected in the year over year revenue increase The increase in inventory was also due to normal year over year fluctuations and the

increase in anticipated hardware shipments in future quarters There was also an increase in accounts payable and accrued expenses which have positive effect on
cash flow that were direct result of the increase in inventory and the fact that payments to our vendors that supplied the Company with inventory were not due at year

end

Cash provided by operating activities for 2006 was approximately $12.0 million Cash from operations in 2006 was mainly generated through income from operations

adjusted to exclude the effect of non-cash charges including depreciation amortization the release of portion of the valuation allowance related to the Companys
deferred tax assets and stock-based compensation This was partially oflbet by normal fluctuations in accounts receivable inventories other assets accounts payable

accrued liabilities payablcs due to BlueCube customer deposits and deferred revenue and other liabilities
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Cash used in investing activities during 2008 was approximately $108.9 million Approximately $97.3 million was used in the acquisitions of Orderman Quest

Hospitality EPoS and Jadeon net of cash acquired see Note to the consolidated fmancial statements In addition the Company recognized cash proceeds during

2008 of approximately $5.5 million from the sale of an undeveloped parcel of land and the execution of forward exchange contracts in conjunction with the Orderman

and Quest acquisitions Approximately $11.0 million was used to invest in property and equipment including $7.8 million which has been utilized to improve our

infrastructure through the implementation of an upgraded ERP system that is expected to be placed in service during 2010 Lastly the Company continued to ircrease

its investment in future products by investing $4.0 million in internally developed capitalizable software during 2008

Cash used in investing activities during 2007 was approximately $6.8 million Approximately $2.6 million of cash was invested in property and equipment and $1.5

million was spent on the purchase of license to use patented technology In addition the Company continued to increase its investment in future products by investing

$2.7 million in internally developed capitalizable software

Cash used in investing activities during 2006 was approximately $28.3 million Approximately $19.5 million of the cash was used in the acquisition of Synchronics In

addition approximately $5.7 million of cash was invested in property and equipment most of which was result of renovations in the Companys manufacturing

facility and the build-out of our new satellite office location in Fort Worth Texas and expenditures for capitalizable software projects of $3.1 million

Cash provided by financing activities during 2008 was $78.2 million as compared to cash used in financing activities of $4.2 million in 2007 Financing activities

during 2008 included cash received from borrowings under the JPM Credit Agreement equal to $116.2 million net of financing costs These borrowings were used to

fund the acquisitions of Orderman Quest Hospitality EPoS and Jadeon see Note to the consolidated fmancial statements complete scheduled term loan payments

under the JPM Credit Agreement of $4.0 million reduce the outstanding credit revolver balance under the JPM Credit Agreement by $14.9 million repay the

outstanding balance of the term loan under the WFF Credit Agreement equal to $18.2 million and to pay various fees associated with the termination of the WFF Credit

Agreement of $0.3 million In addition the Company received cash proceeds from employees for the exercise of stock options of $1.7 million made scheduled

payments under the promissory notes related to the MenuLink acquisition equal to $1.3 million and repaid the entire balance of the promissory note with the plevious

shareholders of Aloha Technologies Inc equal to $1.0 million

Cash used in financing activities during 2007 was approximately $4.2 million In 2007 financing activities mainly consisted of $6.5 million in repayments under

borrowings from the WFF Credit Agreement repayment of $1.3 million of promissory notes related to the MenuLink acquisition scheduled payments under th WFF
Credit Agreement of $5.9 million and $9.8 million related to cash proceeds and the related tax benefit received from employees for the exercise of stock options

Cash provided by financing activities during 2006 was approximately $14.6 million which consisted primarily of $22.5 million in cash received under borrowings from

the WFF Credit Agreement previously mentioned repayment of $1.3 million of promissory notes related to the MenuLink acquisition repurchases of common stock

totaling $5.0 million scheduled payments under the WFF Credit Agreement of $5.4 million and $3.7 million of cash proceeds received from employees for the

exercise of stock options

The Company believes that its cash and cash equivalents funds generated from operations and borrowing capacity will provide adequate liquidity to meet its normal

operating requirements as well as to fund the above obligations for at least the next twelve months

The Company believes there are opportunities to grow its business through the acquisition of complementary and synergistic companies products and technoloies We

look for acquisitions that can be readily integrated and accretive to earnings although we may pursue smaller non-accretive acquisitions that will shorten our time to

market with new technologies The Company expects the general size of cash acquisitions it would currently consider would be in the $5 million to $50 million range

Any material acquisition could result in decrease in the Companys working capital depending on the amount timing and nature of the consideration to be paid In

addition any material acquisitions of complementary or synergistic companies products or technologies could require that we obtain additional debt or equity

financing There can be no assurance that such additional financing will be available to us or that if available such financing will be obtained on favorable ternis and

would not result in additional dilution to our stockholders
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Contractual Obligations

The Company leases office space equipment and certain vehicles under non-cancelable operating lease agreements expiring on various dates through 2017

Additionally the Company leases computer equipment under various capital lease agreements which expire on various dates through September 2012 Contractual

obligations as of December 31 2008 below are as follows in thousands

zayuivut LPUV IJY reriDu

Lessthanl 1-3 3-5 Morethaa5

Total Year Years Years Years

Cq3itat1eape 2351 965 USt 103 43
Operating leases

23828 5343 8779 5565 4141Qjfr$q fa .//

Revolving credit facility JPM Credit Agreement 72000 72000

Thinlos $y4MCSUmex4 2Æóôo
Ausirian research development loan 466 81 385

444t t4f4
Purchase commitments

2836 2836

1_Y__h4-.wg._jI4.jfr%4j4

This schedule includes the flaure minimum lease payments related to facilities that are being subleased The total minimum rentals to be received in the finure

under subleases as of December 31 2008 are approximately $1.9 million in less than one year $2.9 million in less than one to three years and $0.1 million in

three to five yeats

For purposes of this disclosure we used the interest rates in effect as of December 31 2008 to estimate future interest expense See Note to the consolidated

financial statements for further discussion of our debt components and their interest rate terms

The Company has entered into certain noncancelable purchase orders for manufacturing supplies to be used in its normal operations The related supplies are to

be delivered at various dates through May 2009 Further explanation of these commitments is presented in Note 11 to the consolidated financial statements

At December 31 2008 the Company had $2.4 million reserve liii unrecognized tax benefits which is not reflected in the table above Substantially all of this tax

reserve is classified in other long-tenn liabilities and deferred income taxes on the accompanying consolidated balance sheet
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Critical Accounting Policies and Procedures

General

The Companys discussion and analysis of its financial condition and results of operations are based upon its consolidated financial statements which have been

prepared in accordance with accounting principles generally accepted in the United States The preparation of these financial statements requires the Companys

management to make estimates and judgments that affect the reported amounts of assets liabilities revenues and expenses and related disclosure of contingent assets

and liabilities On an ongoing basis the Company evaluates its estimates including those related to customer programs and incentives product returns bad debts

inventories intangible assets income taxes and commitments and contingencies The Company bases its estimates on historical experience and on various other

assumptions that are believed to be reasonable under the circumstances the results of which form the basis for making judgments about the carrying values of assets

and liabilities that are not readily apparent from other sources Actual results may differ from these estimates under different assumptions or conditions

Management believes the following critical accounting policies affect its more significant judgments and estimates used in the preparation of our consolidated fnancial

statements

Revenue Recognition

The Companys revenue is generated primarily through software and system sales support and maintenance and other services The Company recognizes revenue

using the guidance from AICPA Statement of Position SOP 97-2 Software Revenue Recognition as amended by SOP 98-9 ModfIcation of SOP 97-2 Software

Revenue Recognition with Respect to Certain Transactions SOP 81-1 Accounting for Performance of Construction-Type and Certain Production-Type Contracts

SOP 1-1 Accounting Research Bulletin ARB No 45 Long-Term Construction-Type Contracts ARB 45 SEC Staff Accounting Bulletin No 104

Revenue Recognition and Emerging Issues Task Force EITF No 00-03 Application of AJCPA Statement of Position 97-2 to Arrangements That Include the Right

to Use Software Stored on Another Entitys Hardware Under these guidelines the Company recognizes revenue when the following criteria are met persuasive

evidence of an agreement exists delivery of the product has occurred the fee is fixed or determinable collectibility is reasonably assured and remaining

obligations under the agreement are insignificant Under multiple element arrangements where each element is separately stated sold and priced the Company

allocates revenues to the various elements based on vendor-specific objective evidence VSOE of fair value The Companys VSOE of fair value is determined based

on the price charged when the same element is sold separately If evidence of fair value does not exist for all elements in multiple element arrangement the Company

recognizes revenue using the residual method Under the residual method delivered element without VSOE of fair value is recognized as revenue if all undelivered

elements have VSOE of fair value Sales tax collected is recorded net and is not recognized as revenue and is included in accrued expenses on the accompanying

consolidated balance sheets Revenue from the Companys customers is generally attributable to individual countries based on the location of the related point of

shipment

The Company sells its products which include both software licenses and hardware to both resellers and directly to end-users Revenue from software licenses and

system sales is generally recognized as products are shipped provided that no significant vendor obligations remain and that collection of the related receivable is

probable For those agreements that provide for significant services or custom development that are essential to the softwares functionality the software license and

contracted services are recognized under the percentage of completion method as prescribed by the provisions of ARB 45 and SOP 81-1 Contracts accounted for on

percentage of completion basis under the provisions of SOP 81-1 are not considered complete until formal acceptance has been obtained from the customer The

Company offers its customers post-contract support in the form of maintenance telephone support and unspecified software enhancements Revenue from support and

maintenance is recognized ratably over the term of the agreement The Company also offers its customers subscription based software model for use of its sofiware

maintenance telephone support and hosting services on monthly basis Revenue from subscription pricing is recognized ratably over the contract period

The Companys professional services revenue consists of fees generated from consulting custom software development installation and training Revenue related to

professional services performed by the Company is generally recognized on time and materials basis as the services are performed Under contracts where revenue is

recognized using the percentage of completion method under the provisions of SOP 81-I the Company measures its progress-to-completion by using input measures

primarily labor hours The Company continually updates and revises estimates of its input measures If those estimates indicate loss will be incurred the entire loss is

recognized in that period In addition the Company offers its customers subscription pricing and hosting services for some of its products Under these subscripiion

based contracts revenue is recognized ratably over the contract period commencing generally when the product has been installed and training has been completed

Effective with the Form 10-K for the year ended December 31 2008 the Company began presenting revenues and related costs of sales in its consolidated finarcial

statements in the following categories Systems Maintenance subscription and transaction services and Professional services With this change amounts

from prior years have been recast and are included in the appropriate categories Systems revenue includes sales and licensing fees for Radiants point-of-sale

hardware and software site management software solutions and peripherals Maintenance subscription and transaction services revenue includes hardware

maintenance software maintenance and support hosting services and electronic payment processing services Professional services revenue includes consulting

training custom software development and systems installation

Allowance for DoubtfulAccounts

The Company maintains allowances for doubtful accounts for estimated losses resulting from the inability of customers to make required payments Estimates are

developed by using standard quantitative measures based on historical losses adjusting for current economic conditions and in some cases evaluating specific

customer accounts for risk of loss The establishment of reserves requires the use of judgment and assumptions regarding the potential for losses on receivable balances

Though the Company considers these allowances adequate and proper if the financial condition of its customers were to deteriorate resulting
in an impairment of their

ability to make payments additional allowances may be required
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Stock-based Compensation Expense

On January 2006 Radiant implemented the provisions of Statement of Financial Accounting Standards No 123R Share-Based Payment SFAS 123R using

the modified prospective transition method SFAS 123R requires companies to recognize the cost for employee services received in exchange for awards of equity

instruments based upon the grant-date fair value of those awards Using the modified prospective transition method of adopting SFAS 123R Radiant began

recognizing compensation expense for equity-based awards granted after January 2006 based on the grant date fair value estimated in accordance with the provisions

of SFAS 123R plus unvested awards granted prior to January 12006 based on the grant date fair value estimated in accordance with the original provisions of SFAS
123 Under this method of implementation no restatement of prior periods has been made

At December 31 2008 Radiant had approximately 2.0 million unvested options outstanding with weighted-average grant-date fair value per share of 5.68 The
unvested options and restricted stock awards have total unrecognized compensation expense of approximately $5.8 million net of estimated forfeitures which will be

recognized over the weighted average period of 1.06 years

For the years ended December 312008 and 2007 Radiant recognized stock compensation expense of approximately $4.6 million and $3.8 million respectively Prior

to our adoption of SFAS 123R Radiant applied the intrinsic value method set forth in Accounting Principles Board Opinion No 25 Accountingfor Stock Issued to

Employees to calculate the compensation expense for stock-based awards Historically the Companys general policy was to set the exercise price for its stock options

equal to the market value on the grant date As result the options had no intrinsic value on their grant dates and the Company did not record any compensation

expense unless the terms of the options were subsequently modified

Radiant uses the Black-Scholes-Meiton model to estimate the fur value of options granted The Black-Scholes-Merton model requires estimates of the expected term of

the option as well as future
volatility and the risk-free interest rate

For options issued during the year ended December 31 2008 Radiant estimated the weighted average grant-date fair value per share to be $4.57 The key assumptions
that we used to calculate these values are provided below

Year ended

December 31 2O
..

Expcctcdlife in years 3.4

Risk-free interest rate 1.3% 3.3%

The assumptions made repeescut our managements best estimate but they are highly subjective and inherently uncertain 11 management had made different

assumptions the calculation of the optious fair value and the resulting stock-based compensation expense could differ pethaps materially from the amounts

recognized in Radiants financial statements

in addition to the assumptions used to calculate the lair value of Radiants options the Company is required to estimate the expected forfeiture rate of all share-based

awards and only recognize expense for those awards the Company expects to vest The stock-based compensation expense recognized in Radiants consolidated

statement of operations for the year ended December 31 2008 has been reduced for estimated foifeitures 11 management were to change the estimate of forfeitore rates

the amount of stock-based compensation expense could differ perhaps materially from the amount recognized in the Radiants financial statements

Inventories are stated at the lower of cost or market value Cost is principally determined by the first-in first-out method The Company records adjustments to the

value of inveirtoi-y based upon its forecasted plans to sell its inventsxies The physical condition e.g age and quality of the inventories is also considered in

establishing its valuation These adjustments are estimates which could vary significantly either iavorably or unfavorably from actual requirements if future economic

conditions customer inventory levels or competitive conditions differ from expectations

Capitalized Software Dewiopment Costs

In accordance with Statement of Financial Accounting Standards No.86 Accowuingfor the Costs ojComputer Software Jo Be Sola Leaseci or Otherwise Mjeted
the Companys policy on capitalized software costs determines the timing of recognition of certain development costs In addition this policy determines whether the

cost is classified as development expense or cost of license fees Capitalization of such costs begins when detail program or working model has been produced as

evidenced by the completion of design planning coding and testing such that the product meets its design specifications and has thereby established technological

feasibility Capitalization of such costs ends when the resulting product is available for general release to the public Amortization of capitalized software development

costs is recorded on straight-line basis over the estimated economic life of the software which the Company has determined is not more than five years Management
is required to use its judgment in determining whether development costs meet the criteria for immediate expense or capitalization Additionally management is

required to use its judgment in the valuation of the unamortized capitalized software costs in determining whether the recorded value is recoverable based on future

product sales

Long-Lived Assets

The Company evaluates the recoverability of long-lived assets and finite-lived identifiable intangibles not held for sale whenever events or changes in circumstances

indicate that an assets carrying amount may not be recoverable Such cireumstances could include but are not limited to significant decrease in the market value

of an asset significant adverse change in the extent or manner in which an asset is used or in its physical condition or an accumulation of costs significantly in

excess of the amount originally expected for the acquisition or construction of an asset The Company measures the canying amount of the asset against the estimated

undiscounted future cash flows associated with it Should the sum of the expected future net cash flows be less than the carrying value of the asset being evaluated an

impairment loss would be recognized The impairment loss would be calculated as the amount by which the carrying value of the asset exceeds the fair value of the

asset The fair value is measured based on quoted market prices if available If quoted market prices are not available the estimate of fair value is based on various

valuation techniques including the discounted value of estimated future cash flows

32



Goodwill and Intangible Assets

The Company has significant intangible assets related to goodwill and other acquired intangibles as well as capitalized software costs In assessing the recoverability of

goodwill and other intangible assets the Company must make assumptions regarding the estimated future cash flows and other factors to determine the fair value of

these assets If these estimates or their related assumptions change in the future the Company may be required to record impairment charges against these assets in the

reporting period in which the impairment is determined For goodwill the impairment evaluation includes comparison of the canying value of each reporting unit

which houses goodwill to that reporting units fair value The fair values of the reporting units are based upon the net present value of future cash flows including

terminal value calculation The assumptions used to derive these values are based on risk-adjusted growth rates and discount factors accommodating conservative

viewpoints that consider the full range of variability contemplated in the current economic situation The Company also assessed market-based multiples of other

market-participant companies further corroborating that the Companys fair value assumptions appropriately aligned with market-participant valuation multiples

Because each of the reporting units estimated fair values exceed the corresponding reporting units carrying values no impairment of goodwill exists If the fair value

of any reporting unit had not exceeded its carrying value then further analysis would have been required to determine the amount of the impairment

For intangible assets this evaluation includes an analysis of estimated future undiscounted net cash flows expected to be generated by the assets over their estimated

useful lives If the estimated future undiscounted net cash flows are insufficient to recover the carrying value of the assets over their estimated useful lives the

Company will record an impairment charge in the amount by which the carrying value of the assets exceeds their fair value If the Company determines that there is an

impairment in either an intangible asset or goodwill the Company may be required to record an impairment charge in the reporting period in which the impairment is

determined which may have negative impact on earnings

Income Taxes

The Company has significant amounts of deferred tax assets that are reviewed for recoverability and valued accordingly These assets are evaluated by using estimates

of future taxable income the timing of reversals of temporary taxable differences and the impact of tax planning strategies Valuation allowances related to net deferred

tax assets could be impacted by changes to tax codes changes in
statutory

tax rates and the Companys future taxable income levels

In July 2006 the FASB issued Interpretation 48 Accounting for Uncertainty in Income Taxes FIN 48 which became effective for Radiant beginning in 2007 FIN

48 addressed the determination of how tax benefits claimed or expected to be claimed on tax return should be recorded in the financial statements Under FIN 48 the

Company must recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on examination by the

taxing authorities based on the technical merits of the position The tax benefits recognized in the financial statements from such position are measured based on the

largest benefit that has greater than fifty percent likelihood of being realized upon ultimate resolution As result of the implementation the Company recogn zed

$0.9 million increase to reserves for uncertain tax positions This increase was accounted for as an adjustment to the beginning balance of the accumulated deficit on the

accompanying balance sheet as of December 31 2007

New Accounting Standards

Recently Adopted Standards

In February 2007 the FASB issued SFAS No 159 The Fair Value Option for Financial Assets and FinancialLiabilities SFAS No 159 SFAS No 159 permits

entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair value and establishes

presentation and disclosure requirements designed to facilitate comparisons between entities that choose different measurement attributes for similar types of assets and

liabilities SFAS No 159 is effective for fmancial statements issued for fiscal years beginning after November 15 2007 We adopted the provisions of SFAS No 159

on January 12008 and have elected not to measure any of our current eligible
financial assets or liabilities at fair value

In September 2006 the FASB issued SFAS No 157 Fair Value Measurements SFAS No 157 and in February 2008 the FASB amended SFAS No 157 by issuing

FSP FAS 157-I Application ofFASB Statement No 157 to FASB Statement No 13 and Other Accounting Pronouncements That Address Fair Value Measurements

for Purposes of Lease ClassifIcation or Measurement under Statement 13 and FSP FAS 157-2 Effective Date ofFASB Statement No 157 collectively SFAS

No 157 SFAS No 157 defines fair value establishes framework for measuring fair value and expands disclosure of fair value measurements SFAS No 157 is

applicable to other accounting pronouncements that require or permit fair value measurements except those relating to lease accounting and accordingly does riot

require any new fair value measurements SFAS No 157 was effective for financial assets and liabilities in fiscal years beginning after November 15 2007 and for

non-financial assets and liabilities in fiscal years beginning after November 15 2008 except for items that are recognized or disclosed at fair value in the financnal

statements on recurring basis Our adoption of the provisions of SFAS No 157 on January 12008 with respect to financial assets and liabilities measured at fair

value did not have material impact on our fair value measurements or our financial statements for the year ended December 31 2008 including the measurement of

the funded status of our defined benefit pension plans as of December31 2008 In October 2008 the FASB issued FSP FAS 157-3 Determining the Fair Value of

Financial Asset When the Market for That Asset is Not Active FSP FAS 157-3 FSP FAS 157-3 clarifies the application of SFAS No 157 in market that is not

active and provides an example to illustrate key considerations in determining the fair value of financial asset when the market for that financial asset is not active

FSP FAS 157-3 became effective immediately upon issuance and its adoption did not have an effect on our financial statements We currently determine the far value

of our property plant and equipment when assessing long-lived asset impairments and SFAS No 157 will be effective for these fair value assessments as of January

2009

In May 2008 the FASB issued Statement of Financial Accounting Standards No 162 The Hierarchy of Generally Accepted Accounting Principles This statement

identifies the sources of accounting principles and the framework for selecting the principles to be used in the preparation of fmancial statements of nongovernmental

entities that are presented in conformity with U.S.Generally Accepted Accounting Principles GAAP in the United States the GAAP hierarchy SFAS 162 is effective

November 152008 The adoption of the Statement did not result in change in our current practices
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Recently Issued Standards

In March 2008 the FASB issued SFAS No 161 Disclosures about Derivative Instruments and Hedging Activities an amendment of FA SB Statement No 133

SFAS No 161 SFAS No 161 requires qualitative disclosures about objectives and strategies for using derivatives quantitative disclosures about fair value amounts
and gains and losses on derivative instruments and disclosures about credit-risk-related contingent features in derivative agreements SFAS No 161 is effective for

fiscal years beginning after November 15 2008 As of December 31 2008 we have not entered into any derivative transactions

In December 2007 the FASB issued SFAS No 160 Noncontrolling Interests in Consolidated Financial Statements an amendment ofAccounting Research Bulletin

ARB No 51 Consolidated Financial Statements SFAS No 160 SFAS No 160 requires that non-controlling minority interests be reported as component of

stockholders equity that net income attributable to the parent and to the non-controlling interest be separately identified in the consolidated statement of operations

that changes in parents ownership interest while the parent retains its controlling interest be accounted for as equity transactions that any retained

non-controlling equity investment upon the deconsolidation of subsidiaay be initially measured at fair value and that sufficient disclosures are provided that clearly

identif and distinguish between the interests of the parent and the interests of the non-controlling owners SFAS No 160 is effective for financial statements issued for

fiscal years beginning after December 15 2008 and interim periods within those fiscal years Upon adoption in 2009 minority interests cununtly reported in our

Consolidated Balance Sheets will be reported as component of stockholders equity In addition earnings or losses attributable to the minority interests will no longer
be combined and reported with our operating results in the Consolidated Statements of Operations but rather separately disclosed As of December31 2008 no
transactions have been completed that would be classified as minority interests

In Decenibcr 2007 the FASB issued SFAS No 141R Business Combinations SFAS No 141R SFAS No 141R will significantly change the accounting for

business combinations Under SFAS 141R an acquiring entity will be required to recognize all the assets acquired and liabilities assumed in transaction at the

acquisition-date fair value with limited exceptions SFAS No 141R will change the accounting treatment for certain specific acquisition related items including

expensing acquisition related costs as incurred valuing noncontrolling interests at fair value at the acquisition dale of controlling interest and expensing

restructoriag coats associated with an acquired business SFAS No 141R also includes substantial number of new disclosure requirements SFAS No 141R is to

be applied prospectively to business combinations for which the acquisition date is on or after January 2009 SFAS No 141R will have an impact on our accounting
for any future business combinations once adopted

In April2008 the FASB issued FASB Staff Position No FAS 142-3 Deiermination of the UsefulLfŁ ofintangible Asseli FSP FAS 142-3 FSP FAS 142-3 amends
the factors that should be considered in developing fenewal or extension assumptions used to determine the useful life of recognized intangible asset under SFAS
No 142 Goodwilland Other Intangible Asset SFAS 142 More specifically FSP FAS 142-3 removes the requirement under paragraph II of SFAS 142 to

consider whether an intangible asset can be renewed without substantial cost or material modifications to the existing teuns and conditions and instead requires an
entity to consider its own historical experience in renewing similararrangements FSP FAS 142-3 also requires expanded disclosure related to the determination of
intangible asset useful lives The FSP is effrctive for financial statements issued for fiscal years beginning after December 152008 and may impact any intangible

assets we acquare in future transactions

In November 2008 the Emerging Issues Task Force reached consensus on EITF Issue No.08-i Accountingfor Defensive Intangible Assets EJTF 08-7 defensive

asset is an acquired intangible asset where the acquirer has no intention of using or intends to discontinue use of the intangible asset but holds it to prevent conçetitors
from obtaining any benefit from it The acquired defensive asset will be treated as separate unit of accounting and the useful life assigned will be based on the period

during which the asset would diminish in value This EITh is effective for financial statements issued for fiscal years beginning after December 15 2008 and may
impact any intangible assets we acquire in future transactions

Off-Balance Sheet Arrasgearents

The Company does not have any matertal off-balance sheet anangements as defined in the applicable regulations that have or are reasonably likely to have current

or future effect on the Companys financial condition changes in financial condition revenues or expenses results of operations liquidity capital expenditures or

capital resources
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ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rates

The Companys financial instruments that are subject to market risks are its cash and cash equivalents and long-term debt During 2008 the weighted average interest

rate on the Companys long-term debt was approximately 5.94% 10% increase in this rate would have increased interest expense by approximately $0.5 millon

during 2008

Foreign Exchange

As more ftilly explained in Note 14 to the consolidated financial statements the Companys international revenues were approximately $42.Smillion $33.5 million and

$38.4 million for the years ended December 31 2008 2007 and 2006 respectively The Companys international operations are subject to risks typical of an

international business including but not limited to differing economic conditions changes in political climate differing tax structures other regulations and

restrictions and foreign exchange rate volatility Accordingly the Companys future results could be materially adversely impacted by changes in these or other factors

See Item lARisk Factors Fluctuations in currency exchange rates may adversely impact our cash flows and earnings

Forward Exchange Contracts

The Company records derivatives namely foreign exchange contracts on the balance sheet at fair value The gains or losses on foreign currency forward contracts are

recorded in the accompanying consolidated statements of operations The Company does not use derivative financial instruments for speculative or trading purposes

nor does it hold or issue leveraged derivative financial instruments The Company recognized gains of approximately $0.8 million in each of the years ended

December 31 2008 and 2007 related to forward exchange contracts executed in conjunction with the acquisitions of Quest and Orderman Further explanation of this is

presented in Item Managements Discussion and Analysis of Financial Condition and Results of Operations

ITEM FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The following consolidated financial statements are filed with this Report

Report of Independent Registered Public Accounting Firm

Consolidated Balance Sheets at December31 2008 and 2007

Consolidated Statements of Operations for the years ended December31 2008 2007 and 2006

Consolidated Statements of Shareholders Equity for the years ended December31 2008 2007 and 2006

Consolidated Statements of Cash Flows for the years ended December 31 2008 2007 and 2006

Notes to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of

Radiant Systems Inc

Aipharetta Georgia

We have audited the accompanying consolidated balance sheets of Radiant Systems Inc and subsidiaries the Company as of December 31 2008 and 2007 and the
related consolidated statements of operations shareholders equity and cash flows for each of the three years in the period ended December 31 2008 Our audits also

included the financial statement schedule listed in the Index at Item 15 These fmancial statements and financial statement schedule are the
responsibility of the

Companys management Our responsibility is to express an opinion on the financial statements and financial statement schedule based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the fmancial statements An audit also includes assessing the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion such consolidated financial statements present fairly
in all material respects the financial position of Radiant Systems Inc and subsidiaries at

December 312008 and 2007 and the results of their operations and their cash flows for each of the three years in the period ended December 31 2008 in conformity
with accounting principles generally accepted in the United States of America Also in our opinion such financial statement schedule when considered in relation to

the basic consolidated financial statements taken as whole presents fairly in all material respects the information set forth therein

As described in Notes and 10 to the consolidated financial statements the Company adopted Financial Accounting Standards Board Interpretation No 48
Accounting for Uncertainly in Income Taxe FIN 48 on January 2007 and began accounting for income tax contingencies in accordance with the guidance

provided in FiN 48

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board United States the Companys internal control over

financial reporting as of December 312008 based on the criteria established in Intental Control integrated Franewo issued by the Committee of Sponsedng
Organizations of the Treadway Commission and our report dated March 2009 expressed an unqnalified opinion on the Companys internal control over financial

reporting

Is DEL OITIE TOUCHE UP

Atlanta Georgia

March 2009
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Current assets

JPP
Accounts receivable netnarr
Deferred tax assets

Othreaunasset.4

Total current assets

Software development costs net
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RADIANT SYSTEMS INC AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31 2008 AND 2007

In thousands except share data
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Other long-term assets
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LIABILITIES AND SHAREHOLDERS EQUITY

Current portion of long-term debt
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Capital lease payments net of current portion
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The accompanying notes are an integral part
of these consolidated financial statements
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RADIANT SYSTEMS INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31 2008 2007 AND 2006

In thousands except per share data

2005 2007 2006

iii 1W 11
Systems

155647 144608 129636

rn ausw 4Az
Professional services

36989 26365 22013

siStI$tt
Cost of revenues

tsn
Maintenance subscription and transaction services

62652 44391 38975
iw

Total cost of revenues
172514 141061 124451

7W Stc

Operating expenses

31i46
Sales and marketing

36352 28851 263831i 4I4y

Amortizationofintangibleassets
7902 4301 8190

Other charges and income net Note
67 1663

I4 1$7 441S 4119 CiWW ________ _______
Income from operations

22314 23276 11053

Interest expense 4887 2393 3042
j441 4414 4Nft IV41 bThrc4aiwfrA la1

Income from operations before income tax provision 17 083 20665 8054
44V

444441 T$t VkiW W4W 4IP$9J iW111iflqf1
Netincome

11028 11843 18357

4/
4V

444$
V47 tiW 4W

Basic income per since 034 038 059

Weighted average shares outstanding

1k 414 94t 4IjZtktCa3EIZIunJI
Diluted

33398 33160 32636

The accompanying notes are an integral part of these consolidated financial statements
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RADIANT SYSTEMS INC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY

FOR THE YEARS ENDED DECEMBER 31 2008 2007 AND 2006

In thousands

Retained Accumulated

Additional Earnings
Other

Common Stock Paid-in Accumulated Comprehensive

Shares Amount Capital Deficit Income Loss Total

ZIwu u$P ____ _____ t2U4S$s4tjtswJ _____

Components of comprehensive income

l857
Foreign currency translation adjustment 774 774

Total comprehensive income 18357 774 19131

Issuance of common stock in connection with acquisitions 605 7292 7292

ExertS of employee stock options 674 3745 3745

Treasury stock purchase and retirement 453 4972 4972
Income tax benefit from release of valuation allowance see

Note 10 2919 2919

Stock issued under employee stock purchase plan 29 29

TSSIS$cI to stock 53 53

Stock-based compensation 3341 3341

4ticE 1$eàber 314996 30924 137151 216E7

Components of comprehensive income

J1843 j1t 11843

Foreign currency translation adjustment 1256

toscoItVwome 411111 1l.4idt L258 1309
Exercise of employee stock options 1003 7117 7117

121

Tax benefits related to stock options 2670 2670

/7 tIIUI
Cumulative effect adjustment due to adoption of FIN 48 887

Th93L tsiStLliS
Components of comprehensive income

saaeuPasair 028 J1UttizaAdZW
Foreign currency translation adjustment l9 l92

tl28 iªW$W
Exercise of employee stock options 232 1657 165728eWt 171

Restricted stock awards 304 1042 1042

s4 543

Stock-based compensation 3593 3593

BA çzjSbet 31 2008 IW 1S7$30 ________

The accompanying notes are an integral part of these consolidated financial statements
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RADIANT SYSTEMS INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31 2008 2007 AND 2006

In thousands

2008 2007 2006

CASH FLOWS 1QM OPERtNG ACtIPt1IES
Net income

11028 11843 18357

JF
Stock-based compensation expense see Note

4643 3795 3260

O4%ts$ea4s 4i 1a $W
Utilization of acquired deferred tax assets

60

R441P4SS$4$t1tt4t$$dtcdj$zhgetssefl4otg St
Depreciation and amortization

13213 9202 12449

Accounts receivable
4286 7261 7019

v44 4f tIhk4 fS3
Other assets

3938 048 700

4$ayabk 24 44 %f4 4çflJ çt
Accrued liabilities

11438 575 1.001
4M$

Customer deposits and defrired revenue
1085 3380 3590

544
54

/4\ Jr

___________
44$j34S5\

Net cash provided by operating activities
17181 25201 11727

c4HIOPtMW1dMt1tt4Tff 2t $P$j34 jWrtj
Purchases of property and equipment 10952 2645 565144
Proceedsfromsaleofland

393I

44

444 44
Acquisition of Hospitality EPoS Systems Ltt net of cash acquired 5953

Acquisition of Orderman snbH net of cash acquired
ç31819

4S4 4i4r44t 4mI$t 4-$54

Note receivable to reseller 250
44 4t St4 44

84444 I4kA$tSP4Cjt44W4 44
Purchase of intangible assets 1500

44 144 47

4444 744

___________ sjrt
Net cash used in investing activities 108898 6812 28250

Proceeds from exercise of employee stock options
1656 7117 3745

s4 e4 4j4$445fr
Tax benefits from stock options 433 2672 53

p44 SA4 4J4 mV ta S/thMo ir4
Proceeds from borrowings under the JPM Credit Agreement

116900
44 444441 444454

Principal payments on JPM Credit Agreement 18900 --

44 U74
Principal payments on notes payable to bank 271

444
44 7f

Payment of fees to terminate WFF Credit Agreement
ç34lR41ongtei4cty 4/4 4r$ O00

Net borrowings from short term- debt
facility 6489 6489

hayme$WWttAgrmont ttIsz 4$$o44 tS$I
Repurchase of common stock 4972
Net o4provide4$f n9ficigact4 44g 44

______ tw ______
Decrease increase in cash and cash equivalents 13490 14220 1921Casbadeasgteat 44 4444

44
44 4tZ$44444J45fl4q44 1744144

Cash and cash equivalents at end of year 16450 29940 15720

The accompanying notes are an integral part
of these consolidated financial statements
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SItiWOSUE9W$H n4oacOnMAt1oN
Cash paid for interest

Cash p$4 for incomiutes

SCHEDULE OF NONCASH TRANSACTIONS
Ass $óàp4taI
Purchase of customer list final payment due Ql 2009

cain on fo confrt4W/

Landlord leasehold improvements

$on-easisrcWed toaeqjjns M1rtiIthio Note

Adjustment related to change in contingent liabilities of Jadeon

sÆanceefconütockSynciidcs
Adjustment related to change in contingent liabilities of MenuLink

The accompanying notes are an integral part of these consolidated financial statements
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RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
ThREE YEARS ENDED DECEMBER 31 2008

ORGANIZATION AND BACKGROUND

Headquartered in Aipharetta Georgia Radiant Systems Inc the Company or Radiant focuses on delivering site systems including point-of-sale POS
self-service kiosks mobile ordering and payment devices back-office systems site management technology and business services such as customer loyalty programs
electronic

gift
card management comprehensive reporting systems management payment processing and centralized data management designed specifically for the

Companys two reportable segments Hospitality and iiRetail For selected financial information about our business segments see Note 14 to the consolidated

financial statements Radiants offerings include hardware and software products and services including maintenance and support consulting custom development
installations and payment processing Each offering can be purchased independently or as suite of integrated products to address the customers specific business

needs These products and services enable our customers to drive top-line growth and improve bottom-line performance

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of Radiant Systems Inc and its wholly owned subsidiaries All intercompany transactions and balances have

been eliminated in consolidation

Use of Estimates and Assumptions

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets liabilities revenues and expenses and disclosure of contingent assets and liabilities The estimates

and assunptions used in the accompanying consolidated financial statements are based upon managements evaluation of the relevant facts and circumstances as of the

date of the financial statements Actual results could differ from those estimates and assumptions

Treasury Stock

The Company records treasury stock purchases at cost and allocates this value to additional paid-in capital

During 2006 the Company repurchased and subsequently retired appmximately 453000 shares for approximately $5.0 million at an average cost of$ 10.97 per share

These transactions relate to our share repurchase program which the Companys Board of Directors re-commenced in November 2007 thngh November 2009 There

were no scpurchascs of our stock during the yeazs ended Decenther 31 200 or 2007

Foreiga Carreucy Translation

The financial statements of the Companys non-U.S subsidiaries are translated into U.S dollars for financial reporting purposes in accordance with Statement of

Financial Accounting Standards No 52 Foreign Currency Translation The assets and liabilities of non-U.S operations whose functional currencies are not in U.S
dollars are translated at the current rates of exchange at month-end while revenues and expenses are translated at the average exchange rate for the month The
cumulative translation adjustments are reflected in shareholders equity
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RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Revenue Recognition

The Companys revenue is generated primarily through software and system sales support and maintenance and other services The Company recognizes revenue

using the guidance from AICPA Statement of Position SOP 97-2 Software Revenue Recognition as amended by SOP 98-9 Modification of SOP 97-2 Software

Revenue Recognition with Respect to Certain Transactions SOP 81-1 Accounting for Performance of Construction-Type and Certain Production-Type Coniracts

SOP 81-1 Accounting Research Bulletin ARB No 45 Long-Term Construction-Type Contracts ARB 45 SEC Staff Accounting Bulletin No 104

Revenue Recognition and Emerging Issues Task Force EITF No 00-03 Application 0fAICPA Statement of Position 97-210 Arrangements That Include ihe Right

to Use Software Stored on Another Entitys Hardware Under these guidelines the Company recognizes revenue when the following criteria are met pers1asive

evidence of an agreement exists delivery of the product has occurred the fee is fixed or determinable collectibility is reasonably assured and remaining

obligations under the agreement are insignificant Under multiple element arrangements where each element is separately stated sold and priced the Company

allocates revenues to the various elements based on vendor-specific objective evidence VSOE of fair value The Companys VSOE of fair value is determined based

on the price charged when the same element is sold separately If evidence of fair value does not exist for all elements in multiple element arrangement the Company

recognizes revenue using the residual method Under the residual method delivered element without VSOE of fair value is recognized as revenue if all undelivered

elements have VSOE of fair value Sales tax collected is recorded net and is not recognized as revenue and is included in accrued expenses on the accompanying

consolidated balance sheets Revenue from the Companys customers is generally attributable to individual countries based on the location of the related point cf

shipment

The Company sells its products which include both software licenses and hardware to both resellers and directly to end-users Revenue from software licenses and

system sales is generally recognized as products are shipped provided that no significant
vendor obligations remain and that collection of the related receivable is

probable For those agreements that provide for significant services or custom development that are essential to the softwares functionality the software license and

contracted services are recognized under the percentage of completion method as prescribed by the provisions of ARB 45 and SOP 81-1 Contracts accounted fir on

percentage of completion basis under the provisions of SOP 81-1 are not considered complete until formal acceptance has been obtained from the customer The

Company offers its customers post-contract support in the form of maintenance telephone support and unspecified software enhancements Revenue from support and

maintenance is recognized ratably over the term of the agreement The Company also offers its customers subscription based software model for use of its software

maintenance telephone support and hosting services on monthly basis Revenue from subscription pricing is recognized ratably over the contract period

The Companys professional services revenue consists of fees generated from consulting custom software development installation and training Revenue related to

professional services performed by the Company is generally recognized on time and materials basis as the services are performed Under contracts where revenue is

recognized using the percentage of completion method under the provisions of SOP 1-1 the Company measures its progress-to-completion by using input measures

primarily labor hours The Company continually updates and revises estimates of its input measures If those estimates indicate loss will be incurred the entire loss is

recognized in that period In addition the Company offers its customers subscription pricing and hosting services for some of its products Under these subscription

based contracts revenue is recognized ratably over the contract period commencing generally when the product has been installed and training has been completed

Effective with the Form 10-K for the year ended December 31 2008 the Company began presenting revenues and related costs of sales in its consolidated financial

statements in the following categories Systems Maintenance subscription and transaction services and Professional services With this change amounts

from prior years have been recast and are included in the appropriate categories Systems revenue includes sales and licensing fees for Radiants point-of-sale

hardware and software site management software solutions and peripherals Maintenance subscription and transaction services revenue includes hardware

maintenance software maintenance and support hosting services and electronic payment processing services Professional services revenue includes consulting

training custom software development and systems installation
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RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Unearned Revenue

Unearned revenue represents amounts collected prior to complete performance of professional services customer support services software enhancements and

significant obligations under license agreements

Accounts Receivable and Allowance for Doubtful Accounts

summary of the Companys accounts receivable as of December 31 2008 and 2007 is as follows in thousands

2008 2007

Trade receivables billed
47047 45515

Trade receivables unbilled
1347 929

Less allowance for doubtful accounts 4370 3447

44024 43057

The Company maintains allowanees for doubtful accounts for estimated losses that may result from the
inability of customers to make required payments Estimates are

developed by using standard quantitative measures based on customer payment practices and history inquiries credit reports from third parties and other financial

information If the financial condition of the Companys customers were to deteriorate resulting in impairment of their ability to make payments additional allowances

may be required Bad debt expense totaled approximately $1.6 million for the year ended December 31 2008 No bad debt expense was ineusred during the year ended

December 31 2007

Inventory

Inventories consist principally of computer hardware and software media and are stated at the lower of cost first-in first-out method or market summary of the

Companys inventory as of December 31 2018 and 2007 is as follows in thousands

21flRwdnsceaq3sah$i 1S7nWiSjxdw4y fl454 $j23
Work inprocess 816 673

PiShgdiaIs net atr4ons obsok tcop1b3SSSà d$2wllhan respeaivdV uS up
31838 30494
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RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Property and Equipment

Property and equipment are recorded at cost less accumulated depreciation and amortization Depreciation of property and equipment is recorded using the straight-line

method over estimated useful lives of one to ten years Leasehold improvements are amortized over the terms of the respective leases or useful lives of the

improvements whichever is shorter Maintenance and repairs arc charged to expense as incurred and the costs of additions and improvements are capitalized Any gain

or loss from the retirement or sale of an asset is credited or charged to operations

Property and equipment at December 31 2008 and 2007 are summarized as follows in thousands

2008 2007

Computers and equipment 20978 18813

Purchased software 10729 9.940

ERP system 8052

Furniture and fixtures 8098 8045

Leasehold improvements 7920 7490

Building 1578

Land 235 2517

57590 46.805

Less accumulated depreciation and amortization 34559 32621

23031 $14184
The Company is implementing new ERP system The costs incurred are associated with the related costs to purchase the software as well as various coisulting

and implementation costs The Company expects this new system to be implemented during the first quarter of 2010

Depreciation expense for the years ended December 31 2008 2007 and 2006 was approximately $4.9 million $4.4 million and $3.8 million respectively Depreciation

expense includes amortization of assets under capital leases in the amount of approximately $0.6 million $0.4 million and $0.1 million for the years ended

December 31 2008 2007 and 2006 respectively

Capitalized leased assets are amortized over the shorter of the term of the lease using the
straight-line method or in accordance with practices established for nmilar

owned assets Amortization of capitalized leased assets is included with depreciation expense in the accompanying financial statements Included in property ard

equipment are the following capitalized leases in thousands

2008 2007

Computers and equipment 3.194 1906

iurniturc and fixtures 1937 1937

5131 3843

Less accumulated depreciation and amortization 3015 2394

2116 1449
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RADIANT SYSTEMS INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Goodwill and Intangible Assets

The Company applies the provisions of Statement of Financial Accounting Standards No 142 SFAS 142 Goodwill and Other Intangible Assets In accordance

with SFAS 142 the Company evaluates the carrying value of goodwill as of January of each year and between annual evaluations if events occur or circumstances

change that would more likely than not reduce the fair value of the reporting unit below its carrying amount Such circumstances could include but are not limited to
significant adverse change in legal factors or in business climate unanticipated competition or an adverse action or assessment by regulator When

evaluating whether goodwill is impaired the Company compares the fair value of the reporting unit to which the goodwill is assigned to its carrying amount including
goodwill The fair values of the reporting units are based upon the net present value of future cash flows including terminal value calculation The assumptions used

to derive these values are based on risk-adjusted growth rates and discount factors accommodating conservative viewpoints that consider the full range of vai-ability

contemplated in the current economic situation The Company also assessed market-based multiples of other market-participant companies further corroborai that

the Companys fair value assumptions appropriately aligned with market-participant valuation multiples Because each of the reporting units estimated fair values
exceed the corresponding reporting units carrying values no impairment of goodwill exists If the carrying amount of reporting unit exceeds its fair value then the

amount of the impairment loss must be measured The impairment loss would be calculated by comparing the implied fair value of the reporting units goodwill to its

carrying amount In calculating the implied fair value of goodwill the fair value of the reporting unit is allocated to all of the other assets and liabilities of thai unit

based on their fair values The excess of the fair value of reporting unit over the amount assigned to its other assets and liabilities is the implied fair value of goodwill
An impairment loss would be recognized when the carrying amount of goodwill exceeds its implied fair value The Companys annual evaluations of goodwill

completed on January 2009 and 2008 in accordance with SFAS 142 resulted in no impairment losses

Long-Lived Assets

The Company evaluates the recoverability of long-lived assets and finite-lived identifiable intangibles not held for sale whenever events or changes in circumstances
indicate that an assets canTying amount may not be recoveralae Such circumstances could include but arc not limited to significant decrease in the market value
of an asset significant adverse change in the extent or manner in which an asset is used or in its physical condition or an accumulation of costs signilcantly in

excess of the amount originally expected for the acquisition or construction of an asset The Company measures the canying amount of the asset against the estimated

undiscounted future cash flows associated with ii Should the sum of the expected future net undiseounted cash flows be less than the carrying value of the asset being
evaluated an impairment loss would be recognized The impairment loss would be calculated as the amount by which the carrying value of the asset exceeds the fair

value of the asset The fair value is measured based on quoted market prices if available If quoted market prices are not available the estimate of fair value is based on
various valuation techniques including the discounted value of estimated fisSure cash flows

Software Development Costs

Capitalized software development costs consist principally of salaries and certain other expenses directly related to the development and modification of software

products Capitalization of such costs begins when detail program or working model has been produced as evidenced by the completion of design planning coding
and testing such that the product meets its design specifications and has thereby established technological feasibility Capitalization of such costs ends when tie

resulting product is available for general release to the public Amortization of capitalized software development costs is recorded on straight-line basis over the

estimated economic life of the software which the Company has determined is not more than five years For the years ended December 31 2008 2007 and 206
asnoitization of capitalized software development costs was approximately Si .0 million $0.5 million and $0.4 million respectively

The Company evaluates the recoverability of capitalized software development costs on an annual basis or whenever events or changes in circumstances indicate that

the canying amount of the asset may be less than its net realizable value The Company measures the canying amount of the asset against the estimated undiscounted

future cash flows associated with it Should the sum of the expected future net cash flows be less than the canying value of the asset being evaluated an impairment
loss would be recognized The impairment loss would be calculated as the amount by which the carrying value of the asset exceeds the net realizable value of the asset
The Companys annual evaluation of capitalized software development costs on Januaiy 12009 resulted in an impairment charge of approximately $1.0 million See

Note to the consolidated financial statements for further explanation regarding this impairment charge The Companys annual evaluation of capitalizod software

developments Costs on January 2008 resulted in no impairment
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RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Internally Developed Software Costs

The Company applies the provisions of the AICPA Statement of Position 98-I SOP 8-1 Accountingfor the Costs of Computer Software Developed or Obtained

for Internal Use SOP 98-I requires all costs related to the development of internal use software other than those incurred during the application development stage to

be expensed as incurred Costs incurred during the application development stage are required to be capitalized and amortized over the estimated useful life of the

software

Research Development and Engineering Costs

Expenditures for research development and engineering not capitalized are charged to operations as incurred see Note

Financing Costs Related to Long-Term Debt

Costs associated with obtaining long-term debt are deferred and amortized over the term of the related debt The Company incurred financing costs in 2005 related to

the WFF Credit Agreement and other long-term debt agreements The costs were deferred and amortized over three years Amortization of financing costs were

approximately $0.1 million in both 2007 and 2006 The remaining financing costs were expensed in the first quarter of 2008 in conjunction with the termination of the

WFF Credit Agreement

The Company incurred financing costs in 2008 related to the JPM Credit Agreement equal to approximately $1.2 million The costs were deferred and are being

amortized over five years Amortization of financing costs was approximately $0.4 million in 2008

Advertising Costs

Advertising costs are charged to expense as incurred Advertising expenses for fiscal years 2008 2007 and 2006 were $1.4 million $0.6 million and $0.6 milliün

respectively

Accounting for Stock-Based Compensation

Statement of Financial Accounting Standard SFAS No 123R Share -Based Payment revision of SFAS No 123 Accountingfor Stock-Based Compensation

and superseding Accounting Principle Board APB Opinion No 25 Accountingfor Stock Issued to Employees became effective January 2006 and requires us

to expense the fair value of grants made under our stock option plans over the vesting period of the option grants We adopted the Modified Prospective Application

transition method which does not result in restatement of previously issued financial statements Awards granted after the effective date of SFAS No 123R ae valued

and non-cash share-based compensation expense is recognized in the consolidated statement of operations in accordance with SFAS No 123R In addition non-vested

awards that were granted before the effective date of SFAS No 123R also result in recognition of non-cash share-based compensation expense

The computation of the expected volatility assumption used in the Black-Scholes-Merton calculations for new grants is based on combination of historical and implied

volatilities When establishing the expected life assumption the Company reviews annual historical employee exercise behavior of option grants with similarvesting

periods The risk free interest rate is based on the U.S Treasury yield curve at the grant date using remaining term equal to the expected life of the option The total

expenses to be recorded in future periods will depend on several variables including the number of share-based awards that vest pre-vesting cancellations and the fair

value of those vested awards

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing

assets and liabilities and their respective tax bases Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the

years in which those temporary differences are expected to be recovered or settled Income tax expense benefit is generally comprised of the tax payable receivable

for the period and the change in deferred income tax assets and liabilities during the period valuation allowance is established for deferred tax assets when their

realizability is not considered to be more likely than not

The Company adopted the provisions of FASB interpretation No 48 FIN 48 Accountingfor Uncertainty in Income Taxes an Interpretation of FA SB Statement

No 109 on January 12007 As result of this adoption the Company recognized charge of approximately $0.9 million to the beginning balance of the accumulated

deficit on the accompanying consolidated balance sheet as of December 31 2007 The Companys continuing practice
is to recognize interest andlor penalties related to

income tax matters in income tax expense
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RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Net Income Per Share

Basic net income per common share is computed by dividing net income by the weighted-average number of shares outstanding In the event of net loss dilutive loss

per share is the same as basic loss per share Diluted net income per share includes the dilutive effect of stock options reconciliation of the weighted average number

of common shares outstanding assuming dilution is as follows in thousands

2008 2007 2006

Weighted aveasge common shares outstanding $2108 3373 30861
Dilutive efThct of outstanding stock options 1290 1787 1775

Weighted average common shares outstanding assuming dilution 33 33l 32636

For the years ended December 31 2008 2007 and 2006 options to purchase approximately 3.2 million 1.7 million and 2.1 million shares of common stock

respectively were excluded from the above reconciliation as the options were anti-dilutive for the years then ended

Fair Value of Financial Instruments

The carzying values of cash and cash equivalents trade accounts receivable trade accounts payable and other financial instruments appmximate their fair values

principally because of the short-term maturities of ti ese instruments As the Companys long-term debt bears interest at variable rates the canying value of the debt

approximates fair value

Derivative Finaucial Instruments

The Company uses foreign exchange forward contracts to hedge certain existing and anticipated foreign currency denominated transactions The terms of foreign

exchange contoicts used are generally consistent with the timing of the foreign cunency transactions

The Company records derivatives namely foreign exchange contracts on the balance sheet at fur value The gains or losses on foreign curiuncy forward contracts are

recorded in the accompanying consolidated statements of operations The Company does not use derivative financial instruments for speculative or trading puiposes

nor does it hold or issue leveraged derivative financial insiniments The Company recognized gains of approximately $0.8 million in each of the years ended

December 312008 and 2007 related to forward exchange contracts executed in conjunction with the acquisitions of Quest and Orderman

Cash Equivalents

The Company considers all highly liquid investments purchased with maturity of three months or less to be cash equivalents The Company maintains its cash

accounts primarily with one bank in Georgia The total cash balances are insured by the FDIC up to $250000 per hank As of December 31 2008 the Company has

cash balances on deposit with this bank that exceeded the balance insured by the FDIC in the amount of approximately $14.1 million

Coacentratlo of Business and Credit Risk

Financial instruments which potentially subject the Company to credit risk consist principally of trade receivables and interest hearing investments The Company

performs on-going credit evaluations of its customers and generally does not require collateral The Company estimates the losses flit uncoilectibte accounts based on
the aging of the accounts receivable and the evaluation of the likelihood of success in collecting the receivable The Company believes it maintains adequate reseives

for potential losses and such losses have been included in managements estimates

As of December 31 2008 and 2007 approximately 16% and 24% respectively of the Companys accounts receivable were due from five customers

During the years ended December 312008 2007 and 2006 approximately 16% 19% and 21% respectively of the Companys revenues were derived from five

customers For the years ended December 3120082007 and 2006 no individual customer accounted for more than 10% of the Companys total revenues
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RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Comprehensive Income Loss

The Company follows Statement of Financial Accounting Standards No 130 Reporting Comprehensive Income This statement establishes the rules for the reporting of

comprehensive income loss and its components The Companys comprehensive income loss includes net income and foreign currency translation adjustments

Total comprehensive income loss for the years ended December 31 2008 2007 and 2006 was approximately $8.6 million $13.1 million and $19.1 million

respectively

New Accounting Standards

Recently Adopted Standards

In February 2007 the FASB issued SFAS No 159 The Fair Value Option for FinancialAssets and Financial Liabilities SFAS No 159 SFAS No 159 pennits

entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair value and establishes

presentation and disclosure requirements designed to facilitate comparisons between entities that choose different measurement attributes for similar types of assets and

liabilities SFAS No 159 is effective for fmancial statements issued for fiscal years beginning after November 15 2007 We adopted the provisions of SFAS Nc 159

on January 2008 and have elected not to measure any of our current eligible
financial assets or liabilities at fair value

In September 2006 the FASB issued SFAS No 157 Fair Value Measurements SFAS No 157 and in February 2008 the FASB amended SFAS No 157 by issuing

FSP FAS 157-1 Application of FASB Statement No 157 to FASB Statement No 13 and Other Accounting Pronouncements That Address Fair Value Measurements

for Purposes of Lease Class jflcation or Measurement under Statement 13 and FSP FAS 157-2 Effective Date of FASB Statement No 157 collectively SFAS
No 157 SFAS No 157 defines fair value establishes framework for measuring fair value and expands disclosure of fair value measurements SFAS No 157 is

applicable to other accounting pronouncements that require or permit fair value measurements except those relating to lease accounting and accordingly does not

require any new fair value measurements SFAS No 157 was effective for financial assets and liabilities in fiscal years beginning after November 15 2007 and for

non-financial assets and liabilities in fiscal years beginning after November 152008 except for items that are recognized or disclosed at fair value in the financial

statements on recurring basis Our adoption of the provisions of SFAS No 157 on January 2008 with respect to financial assets and liabilities measured at fair

value did not have material impact on our fair value measurements or our financial statements for the year ended December 31 2008 including the measurenient of

the funded status of our defined benefit pension plans as of December 31 2008 In October 2008 the FASB issued FSP FAS 157-3 Determining the Fair Valve of

FinancialAsset When the Market for ThatAsset is Not Active FSP FAS 157-3 FSP FAS 157-3 clarifies the application of SFAS No 157 in market that is not

active and provides an example to illustrate key considerations in determining the fair value of financial asset when the market for that financial asset is not active

FSP FAS 157-3 became effective immediately upon issuance and its adoption did not have an effect on our financial statements We currently determine the fair value

our property plant and equipment when assessing long-lived asset impairments and SFAS No 157 will be effective for these fair value assessments as of January

2009

In May 2008 the FASB issued Statement of Financial Accounting Standards No 162 The Hierarchy of GenerallyAcceptedAccounting Principles This statement

identifies the sources of accounting principles and the framework for selecting the principles to be used in the preparation of fmancial statements of nongovernmental

entities that are presented in conformity with U.S.Generally Accepted Accounting Principles GAAP in the United States the GAAP hierarchy SFAS 162 is effective

November 152008 The adoption of the Statement did not result in change in our current practices
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NOTES TO CONSOLIDATED FINANCIAL STATEMENT5Contjnued

Recently Issued Standards

In March 2008 the FASB issued SFAS No 161 Disclosures about Derivative Instruments and Hedging Activities an amendment of FASB Statement No 133

SFAS No 161 SFAS No 161 requires qualitative disclosures about objectives and strategies for using derivatives quantitative disclosures about fair value amounts

and gains and losses on derivative instruments and disclosures about credit-risk-related contingent features in derivative agreements SFAS No 161 is effective for

fiscal years beginning after November 15 2008 As of December 31 2008 we have not entered into any derivative transactions

In December 2007 the FASB issued SFAS No 160 Noncontrolling Interests in Consolidated Financial Statements an amendment ofAccounting Research Bulletin

ARB No 51 Consolidated Financial Statements SFAS No 160 SFAS No 160 requires that non-controlling minority interests be reported as component of

stockholders equity that net income attributable to the parent and to the non-controlling interest be separately identified in the consolidated statement of operations

that changes in parents ownership interest while the parent retains its controlling interest be accounted for as equity transactions that any retained

non-controlling equity investment upon the deconsolidation of subsidiary be initially measured at fair value and that sufficient disclosures are provided that clearly

identify
and distinguish between the interests of the parent and the interests of the non-controlling owners SFAS No 160 is effective for financial statements issued for

fiscal years beginning after December 15 2008 and interim periods within those fiscal years Upon adoption in 2009 minority interests currently reported in our

Consolidated Balance Sheets will be reported as component of stockholders equity In addition earnings or losses attributable to the minority interests will no longer

be combined and reported with our operating results in the Consolidated Statements of Operations but rather separately disclosed

In December 2007 the FASB issued SFAS No 141R Business Combinations SFAS No 141R SFAS No 141R will
significantly change the accounting for

business combinations Under SFAS 14 1R an acquiring entity will be required to recognize all the assets acquired and liabilities assumed in transaction at the

acquisition-date fair value with limited exceptions SFAS No 141R will change the accounting treatment for certain
specific acquisition related items including

expensing acquisition related costs as incurred valuing noncontiolling interests at fair value at the acquisition date of controlling interest and expensing

restructuring costs associated with an acquired business SFAS No 141R also includes substantial number of new disclosure requirements SFAS No 141R is to

be applied prospectively tobusinesscombinations forwhich the acquisition date is on or afteriaiiuary 12009 SFAS No 141R will have an impact on our accounting

for any future business combinations once adopted

In April 2008 the FASB issued FASB Staff Position No FAS 142-3 Detennisation of the Useful Life of Intangible Assets FSP FAS 142-3 FSP FAS 142-3 amends

the factors that should be considered in developing renewal or extension assunptions used to determine the useful life of recognized intangible asset under SFAS
No 142 Goodwill and Other intairgible Asset SFAS 142 More specifically FSP FAS 142-3 removes the requirement under paragraph 11 of SFAS 42 to

consider whether an intangible asset can be renewed without substantial cost or material modifications to the existing teuns and conditions and instead requires an

entity to consider its own historical experience in renewing similararrangements FSP FAS 142-3 also requires expanded disclosure related to the determination of

intangible asset useful lives The FSP is effective for financial statements issued for fiscal years beginning after December 15 2008 and may impact any intangible

assets we acquire in future transactions

In November 2008 the Emerging Issues Task Foree reached consensus on ETF Issue No 08-7 Accounting lbs Defensive IntangiMe Assets EITF 08-7 defensive

asset is an acquired intangible asset where the acquirer has no intention of using or intends to discontinue use of the intangiblc asset but holds it to prevent competitors

from obtaining any benefit from it The acquired defensive asset will be treated as separate unit of accounting and the useful life assigned will be based on the period

during which the asset would diminish in value This Efif is effective for fmancia statements issued for fiscal years beginning after December 15 2008 and may
impact any intangible assets we acquire in future transactions
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

STOCK-BASED COMPENSATION

Radiant has adopted stock plans that provide for the grant of incentive and non-qualified stock options to directors officers and other employees pursuant to

authorization by the Board of Directors The exercise price of all options equals the market value on the date of the grant In addition Radiant provides employees stock

purchase rights
under its Employee Stock Purchase Plan ESPP The ESPP was suspended on December 31 2005 in an effort to reduce future stock compenation

expense The Company reinstated the ESPP program during the third quarter of 2006 on terms that permit employees to purchase Radiant common stock at the end of

each quarter at 95% of the market price on the last day of the quarter Based on these terms the reinstated ESPP will not result in any future stock compensation

expense The Company has authorized approximately 18.2 million shares for awards of options of which approximately 1.9 million shares are available for future

grants as of December31 2008

On Janualy 2006 Radiant implemented the provisions of Statement of Financial Accounting Standards No 123R Share-Based Payment SFAS 123R using

the modified prospective transition method SFAS 123R requires companies to recognize the cost for employee services received in exchange for awards of equity

instruments based upon the grant-date fair value of those awards Using the modified prospective transition method of adopting SFAS 123R Radiant began

recognizing compensation expense for equity-based awards granted after January 2006 based on the grant date fair value estimated in accordance with the provisions

of SFAS 123R plus unvested awards granted prior to January 2006 based on the grant date fair value estimated in accordance with the original provisions of SFAS

123 Under this method of implementation no restatement of prior periods was required

Equity-based compensation expense recognized under SFAS 123R in the consolidated statement of operations for the years ended December 31 2008 2007 and 2006

was approximately $4.6 million $3.8 million and $3.3 million respectively The estimated fair value of the Companys equity-based awards less expected forfeitures

is amortized over the awards vesting periods on straight-line
basis Equity-based compensation expense reduced basic earnings per share by $0.14 and $0.12 for the

years ended December31 2008 and 2007 respectively and reduced diluted earnings per share by $0.14 and $0.11 respectively for the years ended December 31

2008 and 2007 The non-cash stock-based compensation expense was included in the consolidated statements of operations as follows in thousands

2008 2007 2006

Cost of revenues-systems
85 163 502

Cost of revenues-services 326 295 221

Product development 370 550 572

Sales and marketing 746 1016 769

General and administrative 3119 1771 1196

Non-cash stock based compensation expense 4646 3795 $3260

For years ended December 31 2008 2007 and 2006 the total income tax benefit recognized in the consolidated statement of operations for share-based compeiisation

recorded in accordance with SFAS No 123R was approximately $1.3 million $1.2 million and $0.6 million respectively The Company capitalized approximately

$54000 $69000 and $80000 in compensation cost related to product development for the years ended December31 2008 2007 and 2006 respectively

Prior to January 2006 Radiant measured compensation expense for its employee equity-based compensation plans using the intrinsic value method under Accounting

Principles Board Opinion No 25 Accountingfor Stock Issued to Employees and related interpretations As the exercise price of all options granted under these plans

was not below the fair market price of the underlying common stock on the grant date no equity-based compensation cost was recognized in the consolidated

statements of operations under the intrinsic value method

Stock Options

The exercise price of each stock option equals the market price of Radiants stock on the date of grant Most options are scheduled to vest equally over three or

four-year period or when certain stock performance requirements are met These stock performance requirements include provision that allows for early vestig if

certain stock price targets are met The Company recognizes stock-based compensation expense using the graded vesting attribution method Outstanding options expire

no later than ten years from the grant date The fair value of each option grant is estimated on the date of grant using the Black-Scholes-Merton option pricing model

The weighted average assumptions used in the model for the years ended December 31 2008 and 2007 are outlined in the following table

Year ended Year ended Year ended

December 319 December 31 2007 December 31 20116

Expected volatility
50-61% 47-49%

Expected life in years 3-4 3-4

Expected dividend yield 0.00% 0.00% 0.00%

Risk-free interest rate 1.3% 3.3% 3.30/0 5.00/0 4.6% 5.4%
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The computation of the expected volatility assumption used in the Black-Scholes-Merton calculations for new grants is based on combination of historical and implied
volatilities When establishing the expected life assumption the Company reviews annual historical employee exercise behavior of option grants with similarvesting

periods The risk free interest rate is based on the U.S Treasury yield curve at the grant date using remaining term equal to the expected life of the option The total

expenses to be recorded in future periods will depend on several variables including the number of share-based awards that vest pre-vesting cancellations and the fair

value of those vested awards

summary of the changes in stock options outstanding under Radiants equity-based compensation plans during the years ended December 31 2008 and 2007 is

presented below

Weighted-

Average

Remaining

Contractual

Term

_________ tin years

The weighted average grant-date fair value of options granted during the years ended December 31 20082007 and 2006 was $437 $439 and $5.08 respectively The
total intnnate value the difference between the exercise price and the market price on the date of exercise of options exercised during the yeats ended Deeensha 31
20082007 and 2006 was approximately $1.5 million $73 million and $4.9 million respectively The total fair value of options that vested during the years ended
December 312008 and 2007 was approximately $2.8 million and $1.4 million respectively At December 31 2008 2007 and 2006 Radiant had approximately
2.0 million 1.8 million and 1.9 million unvested options outstanding with weighted-average grant-date fur value of $5.86 $3.56 and $3.05 respectively Of the

2.0 million and 1.8 million options that wan unvested at December 312008 and 2007 there were 0.1 million options that had vesting period based on stock

performance requirement The unvcsted options have total unrecognized compensation expense of approximately $5.8 million at December 312008 net of

estimated forfeitures which will be recognized over the weighted average period of 1.06 years Cash received from options exercised was approximately $1.7 million
$7.1 million and $3.7 million during the years ended December 312008 2007 and 2006 respectively

Restricted StockA wards

During 2008 the Company awarded approximately 0.3 million shares of restricted stock to employees under the Amended and Restated 2005 Long-Term Incentive

Plan These restricted stock awards vest at various teems over three-year period fl-mn the date of grant The weighted avenge fair value of restricted stock awards

during 2008 was $12.20 per share The Company recognized equity-based compensation expense related to restricted stock awards equal to $1.0 million for 2008 The
unvested restricted stock awards had total unrecognized compensation expense of approximately $2.6 million net of estimated forfuitures which will be recognized
over 1.85 years

Weighted-

Avenge
Number of Exercise

Sharea Price

Aggregate

intrinsic

Yalne
tin thousands except per share data

Outatts4ingatDeepnibor3l2Q06 6284 938 4.9$ 16880
Granted

775 12.74

Rntviad 1002 107
Forfeited or cancelled 259 11.66

SsàaliqgatDeeembetal2007 798 134 402 42886
Granted

927 1192

erei Z2 713
Forfcitcdorcancelled 134 11.68

OatstaSMgiDcaads31J1008 iu s-

VestedorcxpectedtovcstalDecetnbcr3l2008
6276 10.66 3.25

Eracii4lpDcccwbcr3l2008 .- .t 4- iass aft
ExercisableatDecember3l2007

3970 10.35 3.85 30281
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PRODUCT DEVELOPMENT EXPENDITURES

Product development expenditures for the years ended December 31 2008 2007 and 2006 are summarized as follows in thousands

2008 2007 2006

4evsl9ptixpend J$ Z$ 2113 951
Less amounts capitalized 4088 2736 3205

PÔdUŁt 4evekpntentese i4794

The activity
in the capitalized software development account during the years ended December 312008 and 2007 is summarized as follows in thousands

2008 2007

pW
Capitalized software development costs 4088 2736

exefls
Impairment write-off 1020

9I21 ______

Amortization of capitalized software costs is included in system sales cost of revenues in the accompanying statements of operations
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ACQUISITIONS

RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

Each of the acquisitions discussed below was accounted for using the purchase method of accounting as required by Statement of Financial Accounting Standards

No 141 Business Combinations SFAS 141 Management has concluded that the acquisitions of Orderman Jadeon and Hospitality EPOS are not considered

material acquisitions under the provisions of SFAS 141

Acquisition of Ordennun .imbH

On July 12008 the Company acquired Orderman GmbH Orderman one of the leading manufacturers of wireless handheld ordering and payment devices for the

hospitality industry Headquartered in Salzburg Austria Orderman has provided innovative mobile solutions since 1994 Ordennan distributes its solutions through
reseller network of pariners that have deployed their handheld devices predominately in Europe The total purchase price was approximately $33.0 million The
operations of the Orderman business have been included in the Companys consolidated results of operations and financial position from the date of acquisition The
results of these operations are reported under the Hospitality segment

The intangible assets acquired were valued by the Company with the assistance of independent appraisers utilizing customary valuation procedures and techniques The
following is summary of the estimated fair values of the assets acquired and liabilities assumed as of the date of the Orderman acquisition

DnIIan in Thousands

içtts
7454

Pmperty plant and equipment
1750

ldentifiabk iolanlite assets
19L47

Goodwill
15552

Total assets cqttized
43903

Current liabilities
5996

LaijisIi4iJiucs

Total liabilities assumed
109

PtSiaaepSc SS2$92

Asaresult of the Orderman acquisition goodwill ofapproximately$15.6 million was recorded and assigned to the Hospitality segment The following is asummazyof
the intangible assets acquired and the weighted-average useflul life over which they will be amortized

Wctghkd
Mwagc

it

P.rtbased

anitTh.uaaad Annt

Reseller netwotic
7086 years

j$H
Total intangible assets acquired

19147
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Acquisition of .Jadeon

On May 12008 Radiant acquired substantially all of the assets of Jadeon Inc CJadeon wholly-owned subsidiaiy of Innuity Inc and one of the Companys

resellers in California Headquartered in Irvine just
outside Los Angeles Jadeon has been delivering and supporting Radiants hospitality point-of-sale solutions since

2001 Jadeon otters full range of technology systems and implementation and support services throughout the West coast The total purchase price was approximately

$7.0 million The operations of the Jadeon business have been included in the Companys consolidated results of operations and financial position from the date of

acquisition The results of these operations are reported under the Hospitality segment

The intangible assets acquired are being valued by the Company utilizing customary valuation procedures and techniques Upon completion of this valuation the

amounts ascribed to goodwill and intangible assets may change along with the estimated useful life of the intangible asset acquired Any such revision could have

significant impact on depreciation amortization and income taxes The following is summary of the estimated fair values of the assets acquired and liabilities assumed

as of the date of the Jadeon acquisition

Dollars in Thousands

Current assets 2018

Property plant and equipment 17

Identifiable intangible assets 1795

Goodwill 7874

Other assets 185

Total assets acquired 1989

Total liabilities assumed all of which were considered current 4989

Purchase price
7.000

As result of the Jadeon acquisition goodwill of approximately $7.9 million was recorded and assigned to the Hospitality segment The following is summary of the

intangible asset acquired and the weighted-average useful life over which it will be amortized

Weighted-

Purchased Average

Dollars in Thousands
Asset Useful Life

cswmerruonsiiii c3lP iSSP 10 years

Total intangible asset acquired 1795
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Acquisition of Hospitality EPoS Systems

On April 2008 the Company acquired Hospitality EPoS Systems Ltd Hospitality EP0S leading technology supplier to the U.K hospitality market since 1992
Headquartered in Kent England just outside London Hospitality EPoS provided substantial capabilities for sales implementation and support services and represented
Radiants suite of

hospitality products including Aloha point-of-sale software Enterprise.com above-store reporting gift card and loyalty programs back office and

Radiant hardware The total purchase price was approximately $6.1 million The operations of the Hospitality EPoS business have been included in the Companys
consolidated results of operations and financial position from the date of acquisition The results of these operations are reported under the Hospitality segment

The intangible assets acquired were valued by the Company utilizing customary valuation procedures and techniques The following is summary of the estimated fair

values of the assets acquired and liabilities assumed as of the date of the Hospitality EPoS acquisition

Dollars in Thonnadsi

currentasacts $1532
Property plant and equipment 1.672

ldSuifiable intangible assets 2SO
Goodwill

Total àsets acquired 903

Current liabilities
2605ggjj H... 17$

Total liabilities assumed 2.783

Pan asepiiee

Ma result of the Hospitality EPoS acquisition goodwill of approximately $3.4 million was recorded and assigned to the Hospitality segment The following is

sumnsaiy of the intangible asset acquired and the weighted-avenge useful life over which it will be amortized

Purchaned Anerace
Dollars in Th.annds And Ul Life

Total intangible asset acquired
2250
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Acquisition of Quest Retail Technology

RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMIENTSContinued

On January 2008 the Company acquired Quest Retail Technology Pty Ltd Quest privately held company based in Adelaide Australia Quest is global

provider of point of sale and back office solutions to stadiums arenas convention centers race courses theme parks and various other industries The total purchase

price was approximately $53.4 million The operations of the Quest business have been included in the Companys consolidated results of operations and financial

position from the date of acquisition The results of these operations are reported under the Hospitality segment

The intangible assets acquired were valued by the Company with the assistance of independent appraisers utilizing customary valuation procedures and techniques

Upon completion of this valuation during the second quarter of 2008 intangible assets were revalued resulting in decrease of approximately $3.0 million The

following is summary of the estimated fair values of the assets acquired and liabilities assumed as of the date of the Quest acquisition

Dollars In Thousands

Current assets 2959

Property plant and equipmcnt 448

Identifiable intangible assets 18496

Goodwill 32548

Other assets 285

Total asscts acquired 54736

Current liabilities 1027

Long-term liabilities 318

Total liabilities assumed 1345

Purchase price 53391

As result of the Quest acquisition goodwill of approximately $32.5 million was recorded and assigned to the Hospitality segment The following is summary of the

intangible assets acquired and the weighted-average useflæ lives over which they will be amortized

WeIghted-

Purchased Average

Assets Useful Lives
Dollars In Thousands

Core and developed teehaology 4l83 years

Reseller network 4379 15 years

Trademarks and tradenames 5201 lndefinite

Customer list 4641 10 years

Backlog 92 months

Total intangible assets acquired 18496
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

On January 2006 the Company acquired substantially all of the assets of Synchronics Inc Synchronies supplier of business management and point-of-sale

software for the retail industry Total consideration was approximately $26.8 million and consisted of approximately $19.5 million in cash and 605135 shares of

restricted common stock with value of $12.05 per share in accordance with EITF-99- 12 Determination of the Measurement Date for the Market Price ofAcquirer

Securities Issued in Purchase Business Combination The cash portion of the purchase price was paid on the date of closing The operations of the Synchronics
business have been included in the Companys consolidated results of operations and financial position from the date of acquisition The results of these operations are

reported under the Retail segment

The intangible assets acquired were valued by the Company with the assistance of independent appraisers utilizing customary valuation procedures and techniques The

following is summary of the estimated fair values of the assets acquired and liabilities assumed as of the date of the Synehronies acquisition

Dollars in Tbousaads

Ctinentassets
433

Property plant and equipment 297

IdcutdJ$klastgiblenzçts

Goodwill
17019

Tc$aas wquircid 949
urrent liabilities 677

bg4p1iiilifica

Total liabilities assumed
2282

As result of the Sehronics acquisition goodwill of approximately $17.0 million was recorded and assigned to the Retail segment The goodwill will be deductible

for tax pusposes over period of 15 years The following is summary of the intangible assets acquired and the weighted-average useful lives over which they will be

amortized

WeigMed
Avenge

Ditn In Thousands

et5 g.s54f5 A4
Raeller network

5200 ears

s4

Tredemarks and trlenames 700 years

urckned
Assets
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GOODWILL AND OTHER INTANGIBLES NET

Goodwill

The Companys evaluation of goodwill in accordance with SFAS 142 for 2008 and 2007 and completed on January 12009 and 2008 respectively resulted in no

impairment losses Changes in the carrying amount of goodwill for the years ended December 31 2008 and 2007 arc as follows in thousands

Hospitality Retail Total

BALANCE December 31 2006 37751 24197 61948

Currency translation adjustment related to Breeze acquisition 438 438

BALANCE December 31 2007 37751 24635 62386

Goodwill resulting from acquisitions see Note 62993 62.993

Adjustment related to revalualion of intangible assets see Note 2981 2981

Adjustments related to change in contingent liabilities see Note 3929 3929

Adjustments related to change in deferred income tax liabilities of acquisitions see Note 5283 5283

Currency translation adjustments related to acquisitions 10849 928 ll777

BALANCE December 31 2008 91522 23707 115229

Intangible Assets

summary of the Companys intangible assets as of December 31 2008 and 2007 is as follows in thousands

December 31 2005 December 31 2007

Weighted

Average Gross Gross

Amortization Carrying Accumulated Carrying Accumulated

Lives Value Amortization Value Amortization

Core and developed technology Hospitality 3.8 years 25021 13691 12700 11862

Reseller network Hospitality 12.4 years 18906 3775 9200 2428
Ditect sales channel Hospitality 10 years 3600 1785 3600 1425
Covenants not to compete Hospitality years 1750 1600 1750 1545

Trademarks and tradenames Hospitality Indefinite 6928 1300

Trademarks and tradcnamcs Hospitality years 300 194 300 134

Customer list and contracts Hospitality 7.7 years 12782 2274 1650 633

Backlog Hospitality months 92 92
Core and developed technology Retail years 3800 2850 3800 1.900

Reseller network Retail years 5200 2600 5.200 1733

Subscription sales Retail years 1400 1050 1400 700
Trademarks and tradenames Retail years 700 350 700 233
Other 7.8 years 2021 fl 2.020 377

Total intangible assets 82500 30872 43620 22970

Amortization expense related to intangible assets was approximately $7.9 million $4.3 million and $8.2 million for the years ended December 31 2008 2007 and

2006 respectively

The table below summarizes the approximate amortization expense assuming no future acquisitions dispositions or impairments of intangible assets for the following

12-month periods subsequent to December 31 2008 in thousands

12-month period ended December 31

96212009

84962010

72102011

49692012

41952013

10209Thereafter

44700

59



RADIANT SYSTEMS INC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

DEBT

On March 31 2005 the Company entered into senior secured credit facility with Wells Fargo Foothill Inc the WFF Credit Agreement as the arranger

administrative agent and initial lender The WFF Credit Agreement which was amended on January 2006 provided for extensions of credit upon satisfaction of

certain conditions in the form of revolving loans in an aggregate principal amount of up to $15 million and term loan facility in an aggregate principal amount of up

to $31 million The revolving loan amount available to the Company was derived from monthly borrowing base calculation using the Companys various receivables

balances The amount derived from this borrowing base calculation was further reduced by the total amount of letters of credit outstanding Loans under the MIFF Credit

Agreement bore interest at Radiants option at either the London Interbank Offered Rate LIBOR plus two and one half percent or at the prime rate of Wells Fargo

Bank N.A The WFF Credit Agreement contained certain customaly representations and warranties from Radiant It also contained customary covenants including

use of proceeds limitations on liens limitations on mergers consolidations and sales of Radiants assets and limitations on transactions with related parties In

addition the WFF Credit Agreement contained various financial covenants including minimum EBITDA levels as defined minimum tangible net worth as defmed
and maximum capital expenditures As of December 31 2007 the Company was in compliance with all financial and non-financial covenants

On January 22008 the WFF Credit Agreement was refinanced upon the execution of new credit agreement with JPMorgan Chase Bank N.A as arranger and

administrative agent and JPMorgan Chase Bank NA SunTrust Bank Bank of America Guaranty Bank and Wachovia Bank NA as lenders the JPM Credit

Agreement The JPM Credit Agreement and subsequent amendments provides for extensions of credit upon satisiction of certain conditions in the form of

revolving loans in an aggregate principal amount of up to $80 million and term loan
facility in an aggregate principal amount of up to $30 million The Company has

the right to increase the revolving credit commitment by up to $25 million subject to the terms and conditions set forth in the JPM Credit Agreement As of

December 31 2008 aggregate borrowings under this facility totaled $98.0 million comprised of $72.0 million in revolving loans and $26.0 million in term loan facility

borrowings As of December 31 2008 revolving loan borrowings available to the Company were equal to $8.0 million

The 1PM Credit Agreement is guaranteed by the Company and its subsidiaries and is secured by the assets of the Company and its subsidiaries The maturity date of the

JPM Credit Agreement is January 22013 Interest secures on amounts outstanding under the loan facility at the Companys option of either LIBOR plus margin

iargüig between 1.25% and 2.00% based upon the Companys consolidated leverage ratio as defined or the higher of the administrative agents prime rate or

one-half of one percent over the federal funds effective rate plus margin ranging between 0.25% and .00% based on the Companys consolidated leverage ratio as

definecL The 1PM Credit Agreement contains certain customary representations and warranties from the Company It also contains customary covenants including use

of proceeds limitations on liens limitations an mergers consolidations and sales of the Companys assets and limitations on related party transactions In addition the

1PM Credit Agreement requires the Company to comply with various financial covenants including maintaining leverage and fixed charge coverage ratios as defined

The 1PM Credit Agreement also contains certain customary events of default including defaults based on events of bankruptcy and insolvency nonpayment of

principal inletest fees when due subject to specified grace periods broach of specified covenants change in control and material inaccuracy of reptesenlations and

warranties The Company was in compliance with its financial and non-financial covenants as of December 31 2008

In the third quarter of 2008 the Company assumed research and development loans with the Austrian government in conjunction with the acquisition of Ordezman

GmbH bearing interest at approximately 2.50% maturing on various dates through December 31 2013

In the second quarter of 2008 the Company assumed approximately $0.3 million for two promissory notes in conjunction with the acquisition of Hospitaiity EPoS The
motes were held by the Bank of Scotland and the interest was approximately 7.50% The notes were paid in full during the fourth quarter of 2008

hi the fourth quarter of 2005 the Company issued approximately $4.1 million in notes payable related to tire acquisition of MenuLink The interest on the notes was
calculated based on the prime rate and payments for both principal and interest were made in equal installments over 36-month period The notes were paid in full

during the fourth quarter of 2008

In the second quarter of 2005 the Company entered into an amended and restated promissory note in the amount of$i .5 million with the previous shareholders of

Aloha Technologies Inc acquired by the Company in January 2004 During the fourth quarter of 2005 the Company modified the amended promissory note by

reducing the $1.5 million principal amount to approximately $1.0 million The decrease was the result of agreed upon purchase price adjustments The
principal on this

note was originally agreed to be paid over the course of the third and fourth quarters of 2008 and the first quarter of 2009 but was paid in full during the first quarter of

2008 in conjunction with the execution of the JPM Credit Agreement
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The following is summary of long-term debt and the related balances as of December 31 2008 and 2007 in thousands

December 31 Decemer 31

Description of Debt 2008 2007

Revolving credit loan under the 3PM Credit Agreement bearing interest at LISOR plus the applicable margin as defined

2.25% as of December 312008 maturing on January 2013 72000

Term loan under the JPM Credit Agreement bearing interest at LIBOR plus the applicable margin as defined 2.25% as of

December31 2008 maturing on January 2013 26000

Research and development loans from the Austrian government assumed in conjunction with the acquisition of Orderman

GmbH bearing interest at approximately 2.50% maturing on various dates through December31 2013

466

Promissory notes with MenuLink shareholders that bore interest based on the prime rate as of the first business day of each

calendar quarter this balance was paid in full during the fourth quarter of 2008

Dollars in Thousands

2009 6081

2010 6000

2011 6000

Thereafter 80385

Balance December 312008 98466

Approximate annual maturities of notes payable that were outstanding at December 31 2008 are as follows
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OTHER CHARGES AND INCOME

Impairment Charge for Capitalized Software

The Company evaluates the recoverability of capitalized software development costs on an annual basis or whenever events or changes in circumstances indicate that

the carrying amount of the asset may be less than its net realizable value The Company measures the carrying amount of the asset against the estimated undiseounted

future cash flows associated with it Should the sum of the expected future net cash flows be less than the carrying value of the asset being evaluated an impairment

loss is recognized The Companys annual evaluation of capitalized software development costs on January 2009 resulted in an impairment charge of approximately
$1.0 million

Severance and Restructuring Charge

During the fourth quarter of 2008 the Company recorded charge of $0.4 million related to severance and restructuring of the organization This charge results from

our efforts to align the Companys cost structure with its revenues in light of the severe economic downtum that began in the second half of 2008

During 2004 in connection with the purchase of Aloha and the efficiencies obtained in the consolidation of several processes and the alignment of resources the

Company accrued approximately $1.1 million for severance payments and included this amount in goodwill During 2007 and 2006 approximately $0.1 million and

$0.3 million of these liabilities respectively were paid and no amount was outstanding as of December 312008

Sale of Land

During the fourth quarter of 2008 the Company sold an undeveloped parcel of land containing 16.7 acres for approximately $4.2 milliom The sate resulted in cash

proceeds equal to approximately $3.9 million and the recognition of net gain of$ 1.4 million

Lease Restnwssiring Charges Brouhaha illiuilding A4oharetta Georgia

Owing the third quarter of 2008 Radiant amended sublease agreement for certain facilities located in Alpharetta Georgia in order to reduce future operating costs In

accordance with Statement of Financial Accounting Standards No 146 Accountingfor Costs Associated with Exit orDirposa Activities SFAS 146 the Company
recorded lease restructuring charge based tar the fair value of the remaining lease payments at the amendment date less the estimated sul lease rentals that could

reasonably be obtained from the property The restructuring charges were not attributable to any of the Companys repcttable segments

This amendment resulted in restructuring charge of approxinurtely $2.1 million in the thinl quarter of 2008 which consisted of $13 million for construction

allowance $OA million of lease restructuring reserves and $0.4 miltion of sub-lease commissions associated with the amendment to the sublease The table below
summarizes the

activity in the restructuring reserve in thousands

Short-Term Lae-Tenn TotS

Balnee5Daezwberjl2007

Restructuring charges 1632 484 2116

Etpcssc1dsistrestnsebuingtvserve 73$ 863
Balance December 31 2008 847 401 1248

Lease Restrucfjning Charges Alexander Bxilhlng A4vIrareit4 Georgia

During the third quarter of 2005 Radiant decided to consolidate certain facilities located in Alpharetta Georgia in order to reduce future operating costs This resulted

in the abandonment of one fad lity which formerly housed the Companys customer support call center The restnseturing charges were not attributable to any of the

Companys reportable segments In accordance with SEAS 146 the Company recorded lease restructuring charge based on the fair value of the remaining lease

payments at the abandonment date less the estimated sublease rentals that could reasonably be obtained from the property

This consolidation resulted in restructuring charge of approximately $1.5 million in the third quarter of 2005 which consisted of$l.2 million for facility

consolidations and $0.3 million of fixed asset write-offa associated with the facility consolidation During the first quarter of 2007 the Company updated its

restructuring reserve analysis and reduced the reserve by $0.2 million in restructuring charges as the initial assumption regarding the ability to sublease the
facility had

changed As of December 31 2008 approximately $03 million related to the lease commitments remained in the restructuring reserve to be paid The Company
anticipates the remaining payments will be made by the fourth quarter of 2010 lease expiration The table below summarizes the

activity in the restructuring reserve

in thousands

Short-Term long-Term loin

Balance December 31 2007 185 300 485

Expenses charged against restructuring rescre 1461 l4
Balance December 31 2008 182 154 336
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Lease Restructuring Charges Bedford Te.ras

During the second quarter of 2006 Radiant relocated its offices in Bedford Texas to facility in Fort Worth Texas The Company was contractually liable for the lease

payments on the abandoned Bedford facility through September 2007 lease expiration In accordance with SFAS 146 the Company recorded lease restructuring

charge based on the fair value of the remaining lease payments and estimated maintenance costs at the abandonment date The restructuring charges were attributable to

the Companys Hospitality business segment

The abandonment of the Bedford facility resulted in restructuring charge of approximately $1.4 million in the second quarter of 2006 which consisted of the Ilsir value

of the remaining lease liability
and ongoing maintenance costs During the first quarter of 2007 the Company updated its restructuring reserve analysis and reduced the

reserve by $0.1 million in restructuring charges as the initial assumption regarding ongoing maintenance costs had changed The remaining payments were made during

2008

Financing Costs Related to Long-Term Debt

Costs associated with obtaining long-term debt are deferred and amortized over the term of the related debt The Company incurred financing costs in 2005 related to

the WFF Credit Agreement and other long-term debt agreements The costs were deferred and were being amortized over three years In conjunction with the

termination of the WFF Credit Agreement as described in Note write-off of the remaining financing costs and early termination penalties
resulted in charge of

approximately $0.4 million in the first quarter of 2008

Forward Exchange Contracts

The Company records derivatives namely foreign exchange contracts on the balance sheet at fair value The gains or losses on foreign currency forward contracts are

recorded in the accompanying consolidated statements of operations The Company does not use derivative financial instruments for speculative or trading purposes

nor does it hold or issue leveraged derivative financial instruments The Company recognized gain during the second quarter of 2008 of approximately $0.5 million

related to forward exchange contract entered into for the acquisition of Orderman The Company also recognized gain of approximately $0.3 million related to

foreign exchange contract during the first quarter of 2008 in conjunction with the acquisition of Quest

Due Diligence Costs

During the second quarter of 2007 the Company wrote off$l.2 million in accounting tax and legal due diligence fees in connection with the termination of proposed

acquisitions The Company determined that such acquisitions would not take place

ACCRUED LIABILITIES

The components of accrued liabilities at December 31 2008 and 2007 areas follows in thousands

2008 2007

Accruedwages 2802 3319

Bonus and extemallintcrnal commissions payable 6291 9912

Other accrued liabilities 8110 5196

17203 18427
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10 INCOME TAXES

The following summarizes the components of the income tax provision benefit in thousands

Years ended December 31

2008 2007 2006

C3$raat a$P t4
Federal

2093 3017 809

fij 45
Foreign

1990 480 418
Ine44axea iz41 4A4

________
Income tax provision benefit

6055 8822 10303

Our domestic and foreign income from continuing operations before income taxes is as follows in thousands

2005 2007 2006

tsiAii fl sam
Foreign

5422 1572 4006

444
_______ ______

The total tax provision is different from the amount that would have been recorded by applying the U.S
statutozy federal income tax rate to income from continuing

operations before taxes Reconciliation of these ditttnces is as follows

2008 2007 20061% 5Z
State income taxes net of frderal tax benefit IS 1.9 2.5

Nj7 iç yaLv
Meals and entertainment

1.1 05 43

j4 k4 %Z3S J14It4tfl3E
Rate ebange

0.1 1.5 35

4c 11
44 $çfj IIt iV77

Incentive stock option conensation 0.0 1.2 7.2%i 4ct nm44it
_______

35.4% 42.7% 127.9%
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The components of the deferred income tax assets and liabilities as of December 31 2008 and 2007 are as follows in thousands

December 31

2008 2007

Deferred inpiassets
Inventory reserve 2256 1808

cef

Depreciation 1250 1473

Accrued expenses
852 617

dVen4t 838 1Q$

Net operating loss carryforward 938 380P$L d4ZV
State credit

391 391

Alternative minimum tax credit 281 281

Otbj 33YO l5Q

Gross deferred income tax assets 16296 13773

JIWŁflowace 1O2jrM4
Total deferred income tax assets net 15274 13362

Deferred incmo ftj
Goodwill and intangible assets çlO35$ 2379

4echssÆt 9I6 l063$

Our deferred income tax assets and liabilities at December 31 2008 and 2007 are included in the accompanying consolidated balance sheets as follows in thousands

December 31

2008 2007

Deferred income tax assets non-current 3Q 2905

Nret4s _____

At December 31 2008 the Company had state net operating loss canyforwards of approximately $8.9 million and foreign net operating loss carryforwards of $2

million Certain tax loss cariyforwards if not utilized against taxable income expire from 2013 to 2024 In addition certain other net operating losses carryforward

indefinitely The Company has excess tax benefits related to current and prior year stock option exercises subsequent to the adoption of FAS 123R of $13.3 million

of which $5.5 million has not been recorded as deferred tax asset as the amounts have not yet resulted in reduction in current taxes payable The benefit of these

deductions will be recorded to additional paid-in-capital
at the time the tax deduction results in reduction of current taxes payable

At December31 2007 the Company had state net operating loss canyforwards of approximately $10.1 million and foreign net operating loss carryforwards of $0.3

million The tax loss carryforwards ifnot utilized against taxable income expire from 2013 to 2024 The Company has excess tax benefits related to current and prior

year stock option exercises subsequent to the adoption of FAS 23R of $12.0 million of which $5 million has not been recorded as deferred tax asset as the amounts

have not yet resulted in reduction in current taxes payable The benefit of these deductions will be recorded to additional paid-in-capital at the time the tax deduction

results in reduction of current taxes payable
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In addition the Company has certain tax credit carryforwards available to offset future tax expense including research and development state foreign and alternative

minimum tax credits The amounts at December31 2008 totaled $1.0 million $0.4 million $0.5 million and $0.3 million respectively The amounts at December31
2007 totaled $2.4 million $0.4 million $0.4 million and $0.3 million respectively The research and development and foreign tax credits expire from 2012 to 2020
The alternative minimum tax credit carries forward indefinitely to offset future U.S tax

liability

U.S income and foreign withholding taxes have not been provided for cumulative undistributed earnings of foreign subsidiaries and equity investees The Company
intends to reinvest these earnings for the foreseeable fixture If these amounts were distributed to the United States in the form of dividends or otherwise or if the shares
of the relevant foreign subsidiaries were sold or otherwise transferred we would be subject to additional U.S income taxes subject to an adjustment for foreign tax

credits and foreign withholding taxes Determination of the amount of unrecognized deferred income tax liability related to these earnings or investments is not

practicable

On November 10 2005 the FASB issued FASB Staff Position No FAS 23R-3 Transition Election Related to Accounting for Tax Effects of Share-B ased Payment
Awards We have elected to adopt the alternative transition rnethod provided in the FASB Staff Position for calculating the tax effects of stock-based compensation
pursuant to FAS No 123R The alternative transition method includes simplified methods to establish the beginning balance of the additional paid-in capital pool
APIC pool related to the tax effects of employee stock-based compensation and to determine the subsequent APIC pool and consolidated statement of cash flows of
the tax effects of employee stock-based compensation awards that are outstanding upon adoption of FAS No 123R Using this methodology we had no beginning
batance in the APIC pool

The Company uses the with-and-without or incremental approach for ordering tax benefits derived from the share-based payment awards Using the

with-and-without approach actual income taxes payable for the period are compared to the amount of tax payable that would have been incurred absent the deduction
for employee share-based payments in extras of the amount of compensation cost recognized for financial reporting As result of this approach tax net operating loss

canyforwards not generated from share-based payments in excess of cost recognized for financial reporting are considered utilized beibre the current periods
share-based deduction

Including the cumulative effect increase at the beginning of 2008 the Company had approximately $2.4 million of total gross unrecognized tax benefits The Company
does not expect that the amount of unrecognized tax benefits will change significantly within the next 12 months The total amount of unrecognized tax benefit that if

recognized would affect the effective tax rate is $14 million and $15 million for the periods ended December 31 2008 and December 31 2007 respectively

The foflowing reconciliation summarizes the total gross nnrecognized tax benefits in thousands

Year eaded Deeesbe3t
fit ThnisSi 21S71miCtIe4s çt

jp\f4ip
Grass change tax positions of current penod 198

4A 4pJ 1Lr
Settlements with taxing authorities

4i it ti4

Ending Balance
2424 2281

The Company and its subsidiaries are subject to U.S federal income tax as well as income tax of multiple state jurisdictions For U.S federal and most state

jurisdictions tax ycara after 1997 are open for examination primarily due to net operating losses and other tax attribute canyforwanls For Austria Australia Czech
Republic and the United Kingdom tax years after 200220042004 and 2007 respectively are open for examination The Company is not currently under examination

by any income taxing jurisdiction

The Companys continuing practice is to recognize interest and/or penalties related to income tax matters in income tax expense The Company has seemed $0.4
million and $0.1 million in interest associated with uncertain tax positions for the periods ended December 312008 and December 31 2007 respectivety
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11 COMMITMENTS AND CONTINGENCIES

Leases

The Company leases office space equipment and certain vehicles under noncancelable operating lease agreements expiring on various dates through 2017 Total rent

expense under operating leases was approximately $5.4 million $4.8 million and $5.2 million for the years ended December31 2008 2007 and 2006 respectively The

Company leases various equipment under capital leases that expire on various dates through December 2011 Aggregate future minimum lease payments under the

capital leases noncancelable operating leases in effect as of December 31 2008 and noncancelable operating leases which commenced subsequent to December 31

2008 are as follows in thousands

Capital Operating

2009 965 5343

2010 878 5068

2011 405 3711

2012 103 3.744

2013 1821

Thereafter 4141

Total 2351 23828

Less Amount representing interest 240

Net present value of minimum lease payments 2111

Less Current portion of capital lease 824

Long term portion of capital lease obligation 1287

The schedule above includes the future minimum lease payments related to facilities that are being subleased The total minimum rentals to be received in the future

under noncancelable subleases as of December31 2008 are approximately $1.8 million in 2009 $1.9 million in 2010 and $1.4 million in 2011

Employment Agreements

As part of the acquisition of Aloha the Company entered into an employment agreement with an employee that currently remains in effect Under this employment

agreement in the event the Company terminates employment without cause or if the employee terminates employment with good reason the Company would be

obligated to pay the employee severance at rate equal to his or her base salary at the date of termination for the remaining term of the agreement

Letters of Credit

As of December 31 2007 the Company had outstanding letters of credit of $0.5 million These letters of credit typically act as guarantee of payment to certain third

parties in accordance with specified terms and conditions The outstanding letters of credit reduced the amount available under the former revolving loan provided by

the Credit Agreement with Wells Fargo Foothill Inc Further explanation of this agreement is presented in Note In the first quarter of 2008 the letters of credit

expired and were not renewed

Legal Mailers

Radiant is and has been involved in legal proceedings arising in the normal course of business Management is of the opinion based upon presently available

information and the advice of counsel concerning pertinent legal matters that any resulting liability
should not have material adverse effect on the Companys

financial position results of operations or cash flows

Purchase Commitments

The Company has entered into certain noncancelable purchase orders for manufacturing supplies to be used in its normal operations The aggregate anticipated

payments related to these purchase orders are approximately $2.8 million in 2009
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12 SHAREHOLDERS EQUITY

Treasury Stock

Over the course of the histoiy of the Company the Board of Directors has authorized stock repurchase program This program has been renewed several times by the

Board of Directors and the Company has repurchased and subsequently retired approximately 4.1 million shares of its common stock for total consideration of

approximately $35.0 million under these repurchase programs

The following is summary of transactions that have occurred over the past three years in regards to the stock repurchase program

During 2006 the Company repurchased and subsequently retired approximately 453000 shares for approximately $5.0 million at an average cost of$l0.97 per share

In 2007 the Board of Directors of the Company authorized re-commencement of the Companys stock repurchase program authorizing the repurchase of up to

1.0 million shares at price not to exceed $25.00 per share through November 2009 The Company did not repurchase any shares under its repurchase plan during 2008
or 2007

Preferred Stock

In January 1997 the Company authorized 5000000 shares of preferred stock with no par value The Companys Board of Directors has the authority to issue these

shares and to fix dividends voting and conversion rights redemption provisions liquidation preferences and other tights and restrictions

68



RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

13 EMPLOYEE BENEFITS

Stock-Based Compensation Plans

Employee Stock Purchase Plan

During 1998 the Companys Board of Directors adopted with shareholder approval the 1998 Employee Stock Purchase Plan the ESPP Under the ESPP the

Company is authorized to issue up to 2500000 shares of Radiants common stock to its qualified employees who originally were eligible to purchase shares al 85% of

the appropriate market price every six months Originally the purchase price of the stock was the lower of the market price
in effect on the day the offering started or

the day the offering terminated The ESPP was suspended on December 31 2005 in an effort to reduce future stock compensation expense The Company reinstated the

ESPP during 2006 on terms that permit employees to purchase Radiant common stock at the end of each quarter at 95% of the market price on the last day of the

quarter Based on these terms the reinstated ESPP will not result in any future stock compensation expense

In 2008 2007 and 2006 the Company issued approximately 28000 shares 9000 shares and 3000 shares under the ESPP at an average price of $6.16 $14.15 and

$9.32 per share respectively As of December 31 2008 there were approximately 963000 shares available for future issuance under the ESPP

Directors Stock Option Plan

During 1997 the Companys Board of Directors adopted with shareholder approval the Non-Management Directors Stock Option Plan the Directors Plan for

non-management directors of the Company under which the Company could grant options to purchase up to 150000 shares of Radiants common stock to

nonemployee directors of the Company Options were granted at an exercise price not less than fair value as referenced to quoted market prices Initial grants to new

directors were exercisable over three years while annual grants were exercisable six months after the grant date Options granted under the Directors Plan expire ten

years from the date of grant During 2002 the Directors Plan was amended to increase the number of options available for grant to 300000 shares as well as to

increase the grant to non-employee director upon initial appointment to 25000 from 15000 and the annual grant to 10000 from 5000 The Company has not granted

any options under this plan during the last three years As of December 31 2008 the Company has granted approximately 335000 options under the Directors Plan of

which 37500 have been exercised and 55000 have been cancelled This plan was replaced with the 2005 Long-Term Incentive Plan described below

1995 Stock Option Plan

The Companys 1995 Stock Option Plan the 1995 Plan as amended was approved by shareholders and authorized the issuance of up to 13000000 incentive and

nonqualified stock options to key employees Options were granted at an exercise price not less than fair value as determined by the Board of Directors and became

exercisable as determined by the Board of Directors generally over period of four to five years Options granted under the 1995 Plan expire ten years from the date of

grant This plan was replaced with the 2005 Long-Term Incentive Plan described below

2005 Long-Term Incentive Plan

Effective April 25 2005 the Amended and Restated 2005 Long-Term Incentive Plan LTIP was adopted by the Companys Board of Directors and subsequently

approved by shareholders The LTIP replaced both the 1995 Plan and the Directors Plan and became the only plan for providing stock-based incentive compensation to

directors and employees of the Company other than the ESPP which remains in effect Options previously granted under the 1995 Plan and the Directors Plar remain

exercisable in accordance with the terms of the respective plans The LTIP provides for the grant of incentive stock options non-qualified stock options stock

appreciation rights restricted stock performance units and phantom stock The LTIP previously authorized the issuance of up to 2500000 shares of the Companys

common stock and the maximum that may be granted to any one employee in any calendar year is 250000 During 2008 the LTIP was amended to increase the number

of options available for grant to 4500000 shares No grants maybe made under the LTIP subsequent to April 24 2015 As of December31 2008 the Compary has

granted 2435621 shares under the LTIP of which 44000 have been exercised and 147000 shares have been cancelled

Employee Savings Plan

The Company has 401k profit-sharing plan the 40 1k Plan available to all employees of the Company who have attained age 21 The 401k Plan includes

salary deferral arrangement pursuant to which employees may contribute minimum of 1% and maximum of 80% of their salary on pretax basis up to $15500 in

2008 If an employee is age 50 or older they may be eligible for catch-up contribution of up to $5000 in 2008 The Company may make both matching and additional

contributions at the discretion of the Companys Board of Directors The Company made contributions of approximately $1.6 million $1.4 million and $1.0 million

during 2008 2007 and 2006 respectively Effective January 2009 the Company temporarily suspended its matching contributions in the 40 1k Plan in an effort to

reduce operating costs during the severe economic recession that began in the second half of 2008
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The following table sets forth the range of exercise prices number of shares weighted avenge exercise price and remaining contractual lives by groups of similar price
and grant date for stock options outstanding as of December 31 2008 in thousands except weighted average price and remaining contractual life

Options Outstanding

Weighted

Average

Exercise

Price

Weighted

Average

Remaining

Contractual

Life tYearsI

Options Exercisable

Weights

Avenge

Exercise

Price

Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information for all equity compensation plans as of the fiscal year ended December 31 2008 under which the equity securities of the

Company were authorized for issuance

Weighted-Average

Exercise Pite at

Number of Number of

Range of F.sercise Price
Shares Shares

$337- $5.63
1634 4.64 3.21 1122 4.83

$fs.03 $9.33
1.313 7.65 3.59 1.292 7.ts3

$9.35- $13.00
1623 11.98 3.33 924 11.89

$13.11 $17.23
1.276 14.53 3.7 534 l5.So

$19.19-S45.58
513 22.99 1.00 513 22.99

fltzii

6359 10.66 4385 10.57

Namber.fSernriilm to

be issued Up. Exercise

atOuistndt.r Outs

41
Approved by Shareholders

flt$krt Jt
1997 Non-Management Directors Stock Option Plan 243 10.18

2005 Long-Term Incentive Plan
2244 12.28 1910

Total

Noaber tSecaaitiea

Resiutug Arathbie

fur FWtn Issues

CssPhas

6359 10.66 2873

70



RADIANT SYSTEMS INC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSContinued

14 SEGMENT REPORTING DATA

The Companys reportable segments were identified based on the manner in which management reviews operating results and makes decisions regarding the allocation

of the Companys resources Each segment focuses on delivering site management systems including point-of-sale self-service kiosk and back-office systems

designed specifically
for each of the core vertical markets The Companys segments derive revenues from the sale of products including system software and

hardware and services including customer support maintenance training custom software development hosting and implementation services

The Company operates in two pnmaly segments Hospitality and iiRetail The Companys chief operatmg decision maker makes decisions based on information

for these segments

The accounting policies of the segments are substantially the same as those described in the summary of significant accounting policies Management evaluates the

performance of the segments based on net income or loss before the allocation of certain central costs an internal measure of contribution margin which is defined as

net income or loss from operations before certain allocated costs The summaiy of the Companys reportable segments is as follows in thousands

For thnded flember 31 200R

Retail All 5h.
Hospitality .. Total

Revenues 225014 13053 3509 301576

Amortization of intangible assets 5350 2317 235 7902

Product development 16701 4413 21120

Net income before allocation of central costs 36762 10549 47311

Goodwill 91522 23701 115229

Other identifiable assets 105666 23729 1340 130735

For the year ended December31 2007

Hospitality Retail All Other Total

Revenues 110512 80518 2168 253198

Amortization of intangible assets 2000 2283 18 4301

Product development 13632 4410 18042

Net income before allocation of central costs 35607 17087 52694

Goodwill 37751 24635 62386

Other identifiable assets 58190 36817 1169 96176

For the year ended December 31 2006

Hospitality Retail All Other Total

Revenues 141208 78537 2565 222310

Amortization of intangible assets 5880 2283 26 8190

Product development 12605 5546 86 18237

Net income before allocation of central costs 20566 12108 797 33471

Goodwill 37751 24197 61948

Other identifiable assets 49322 29625 1415 80362
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The reconciliation of product development expense allocated to reportable segments to total product development expense for the years ended December 31 2008 2007
and 2006 is as follows in thousands

December 31
2008 2007 2006rau44vetg $flo

Indirect product development expenses unallocated
3674 5395 3509

C1$tCXP01IS
____ ____ ____

The reconciliation of net income before the allocation of central costs from reportable segments to net income for the years ended December 312008 2007 and 2006
is as follows in thousands

December31

2008 2807 2006

3471
Central corporate expenses unallocated

36283 40851 26037
vs

_________ ________Net income
11028 11843 12357

The reconciliation of other identifiable assets to total assets as of December 31 2008 and 2007 is as follows in thousands

December 31
lan 2807

çfl
Goodwill tin reportable segments usa 62386

jtn ppa
Total assets

303542 221959

Revenues not associated with the Companys Hospitality and Retail segments are comprised of revenues from haniware sales outside the Companys segments

The Company distributes its technology both within the United States of America and internationally Revenues derived from within the United States of America were
approximately $259.1 mitlion_ $219.7 million and $1819 million for the years ended December 31 20082007 and 2006 respectively The Company currently baa
international offices in Adelaide Geelong Prague Salzburg Shanghai Singapore aad the United Kingdom and representation in Spain Central America and Sonth
America Geographic revenue information is based on the location of the selling entity Revenues derived from international sources were approximately $42.5 million
$33.5 million and $38.4 million for the years ended December 31 2008 2007 and 2006 respectively At December 31 2008 and 2007 tbc Company had international
identifiable assets including goodwill of appmxiniately $107.7 million and $23.7 million respectively of which approximately $82.0 million and $4.6 million
respectively are long-lived assets

The segment reporting data presented above may not reflect actual performance and actual asset balances had each segment been stand-alone entity Furthermore the

segment information may not be indicative of future performance
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On July21 2006 RedPrairie Corporation acquired BlueCube Software formerly owned by Erez Goren the brother of Alon Goren our Chairman and Chief

Technology Officer As result of this purchase all transactions occurring between the Company and BlueCube will no longer be considered related party tran

As result of the Synchronics acquisition which occurred in the first quarter of 2006 the Company entered into 5-year lease agreement for property located iii

Memphis Tennessee which was the headquarters of Synchronics with Jeff Goldstein Investment Partnership Mr Goldstein was the previous owner of Synchionics

and was employed by the Company On April 30 2007 the Company terminated Mr Goldsteins employment This termination of employment was on mutual basis

As result all subsequent transactions occurring between the Company and Mr Goldstein are no longer considered related party transactions

16 SUPPLEMENTARY QUARTERLY FINANCIAL INFORMATION Unaudited

The following tables set forth certain unaudited financial data for each of the Companys last eight calendar quarters The information has been derived from unaudited

consolidated financial statements that in the opinion of management reflect all adjustments consisting only of normal recurring adjustments necessary for fair

presentation of such quarterly information The operating results for any quarter are not necessarily indicative of the results to be expected for any future period Net

income per share is computed independently for each of the quarters presented As such the summation of the quarterly amounts may not equal the total net income per

share reported for the year Results for 2008 include the results of Quest Hospitality EPoS Jadeon and Orderman from the related dates of acquisition in thouhands

except per share data

Ouarter ended

Mar 31 June 30 Sep 30 Dec 31

2008 2008 2008 20081

Total revenues 70159 73772 82354 75291

Gross profit 30.608 32132 34937 31385

Net income 3420 4046 1645 1.917

Net income per share

Basic 0.10 0.13 0.05 0.06

Diluted 0.10 0.12 0.05 0.06

Quarter ended

Mar 31 June 30 Sep 30 Dec 31

2007 2007 2007 20072

Total revenues 574 62912 62.543 70304

Gross profit 24953 28523 27.564 31097

Net income 2037 2284 2946 4576

Net income per share

Basic 0.07 0.07 0.09 0.15

Diluted 0.06 0.07 0.09 0.14

The Company recognized gain on the sale of land of approximately $1.4 million $0.04 per diluted common share in the fourth quarter of 2008 This gain was

offset by charge of approximately $0.4 million $0.01 per diluted common share related to severance and restructuring of the organization and charge of

approximately $1.0 million $0.03 per diluted common share related to impairment of capitalized software project

The Company recognized gain of approximately $0.8 million $0.03 per diluted common share related to foreign exchange contract executed in the Iourth

quarter of 2007

17 SUBSEQUENT EVENTS

None
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ITEM CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURES

Not applicable

ITEM 9A CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Company has established disclosure controls and procedures to ensure that material information relating to the Company including its consolidated subsidiaries is

made known to the officers who certii its financial reports and to other members of senior management and the Companys board of directors

Based on their evaluation as of December 31 2008 the principal executive officer and principal financial officer of the Company have concluded that the Companys
disclosure controls and procedures as defined in Rules 3a-l 5e and Sd-I 5e under the Securities Exchange Act of 1934 are effective to ensure that the information

required to be disclosed by the Company in the reports that it files or submits under the Securities Exchange Act of 1934 is recorded processed summarized and

reported within the time periods specified in SEC rules and forms

Manaements Report on Internal Control over Financial ReDortin

The Companys management is responsible for establishing and maintaining adequate internal control over financial reporting as such term is defined in Exchange Act

Rule 13a-l5t The Companys management including its principal executive officer and principal financial officer conducted an evaluation of the effectiveness of its

internal control over financial reporting based on the framework in Internal Control-IntegratedFramework issued by the Committee of Sponsoring Organ1zations
of the Treadway Commission The scope of managements assessment of the effectiveness of internal control over financial reporting includes all of our businesses

except for Orderman GmbH which was acquired on July 2008 and whose financial statements constitute 7% and 12% of net and total assets respectively 2% of

revenues and 19% of net income for the consolidated financial statement amounts as of and for the year ended December 31 2008 Further discussion of this

acquisition can be found in Note to our consolidated financial statements Based on its evaluation under the framework in internal Controlintegrated
Frarne14v the Companys management concluded that the Companys internal control over financial reporting was effective as of December 31 2008

The Companys independent registered public accounting firm Deloitte Touche LLP has issued its report on the effectiveness of the Companys internal control

over financial reporting

Duiing the quarter ended December 31 2008 then were no changes in the Companys internal control over financial reporting that have materially affected or are

reasonably likely to materially affect the Companys internal control over financial reporting

74



ReDort of Independent Re2istered Public Accounting Firm

To the Board of Directors and Shareholders of

Radiant Systems Inc

Alpharetta Georgia

We have audited the internal control over financial rporting of Radiant Systems Inc and subsidiaries the Company as of December 31 2008 based on criteria

established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission As described in

Managements Report on Internal Control over Financial Reporting management excluded from its assessment the internal control over financial reporting at Orderman

GmbH which was acquired on July 2008 and whose financial statements constitute 7% and 12% of net and total assets respectively 2% of revenues and 19% of

net income for the consolidated financial statement amounts as of and for the year ended December 31 2008 Accordingly our audit did not include the internal control

over financial reporting at Ordennan GmbH The Companys management is responsible for maintaining effective internal control over fmancial reporting and for its

assessment of the effectiveness of internal control er financial reporting included in the accompanying Managements Report on Internal Control over Financial

Reporting Our responsibility is to express an opinicn on the Companys internal control over financial reporting based on our audit

We conducted our audit in accordance with the stancards of the Public Company Accounting Oversight Board United States Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects Our audit

included obtaining an understanding of internal control over financial reporting assessing the risk that material weakness exists testing and evaluating the design and

operating effectiveness of internal control based on the assessed risk and performing such other procedures as we considered necessary in the circumstances We
believe that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed by or under the supervision of the companys principal executive and principal financial

officers or persons performing similar functions and effected by the companys board of directors management and other personnel to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting

principles companys internal control over financal reporting includes those policies and procedures that pertain to the maintenance of records that in reasonable

detail accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable assurance that transactions are recorded as

necessary to pennit preparation of financial statements in accordance with generally accepted accounting principles and that
receipts

and expenditures of the company

are being made only in accordance with authorizations of management and directors of the company and provide reasonable assurance regarding prevention or

timely detection of unauthorized acquisition use or disposition of the companys assets that could have material effect on the financial statements

Because of the inherent limitations of internal control over financial reporting including the possibility of collusion or improper management override of controls

material misstatements due to error or fraud may not be prevented or detected on timely basis Also projections of any evaluation of the effectiveness of the internal

control over financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes in conditions or that the degree of

compliance with the
policies or procedures may deteriorate

In our opinion the Company maintained in all material respects effective internal control over financial reporting as of December 31 2008 based on the criteria

established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board United States the consolidated financial statements and

financial statement schedule as of and for the year ended December 31 2008 of the Company and our report dated March 2009 expressed an unqualified opinion on

those financial statements and financial statement schedule and included an explanatory paragraph regarding the Companys adoption of Financial Accounting

Standards Board Interpretation No 48 Accounting for Uncertainty in Income Taxes

/s/DELOI7TE TOUCHE LLP

Atlanta Georgia

March 2009
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